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NASD fine and bar affirmed- 
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prices, net capital and books 
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tion of Reg. T, doing business 
without written supervisory 
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Securities Act of 1933 
Release No. 5688/March 12, 1976 


Notice of Adoption of An Amendment To Rule 492 
Under The Securities Act of 1933 (‘Securities Act’) 
Relating To Omission of Certain Information From 
Prospectuses Relating To Securities Issued By Foreign 
Governments 


(Effective Date: April 30, 1976) 


The Commission today adopted an amendment to rule 492 
under the Securities Act. Rule 492 permits the omission of 
certain information specified in Schedule B of the Securities 
Act from prospectuses relating to effective registration 
statements filed by foreign governmental issuers of 
securities. The amendment adds to the information per- 
mitted to be omitted from prospectuses by Rule 492 the ad- 
dresses of counsel and underwriters. 
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Text of Amended Rule 492 
(Changes from existing provisions are underlined) 
Rule 492. Omissions From Prospectuses 


In the case of a security for which a registration statement 
conforming to Schedule B is in effect, the following informa- 
tion, contained in the registration statement, may be omitted 
from any prospectus: Information in answer to paragraph (3) 
of the Schedule with respect to the amortization and retire- 
ment provisions for debt not being registered, and with 
respect to the provisions for the substitution of security for 
such debt; the addresses of underwriters in answer to 
paragraph (6); information in answer to paragraph (11); the 
addresses of counsel in answer to paragraph (12); the copy 
of any agreement or agreements required by paragraph (13); 
the agreement required by paragraph (14); and all informa- 
tion, whether contained in the registration statement itself or 
in any exhibit thereto, not required by Schedule B. 


The Commission hereby amends Rule 492 pursuant to Sec- 
tions 10(a)(4) and 19(a) of the Act, as amended. The effec- 
tive date of the action is April 30, 1976, except that any 
foreign governmental issuer may, at its option, rely upon the 
provisions of Rule 492, as amended, in its preparation of 
prospectuses relating to registration statements on 
Schedule B filed prior to that date. 


The Commission finds that the amendment to Rule 492 is 
minor and not of material substance, is in the public interest 
and should not impose burdens on issuers or others or 
sacrifice the protection of investors, and, thus, further notice 
and rule-making procedures pursuant to the Administrative 
Procedures Act are unnecessary. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5689/March 15, 1976 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12203/March 15, 1976 


Notice of Proposals to Require Life Insurance Companies 
and Holding Companies having only Life Insurance Sub- 
sidiaries to File Quarterly Reports on form 10-Q and to Re- 
quire Disclosure of Selected Quarterly Financial Data in 
Notes to Financial Statements of Registrant Insurance Com- 
panies (S7-621) (Comment period expires April 30, 1976) 


A. GENERAL STATEMENT 


On September 10, 1975, the Commission issued Accoun- 
ting Series Release No. 177 requiring increased disclosure 
of quarterly data on Form 10-Q by all registrants then re- 
porting on Forms 7-Q and 10-Q and disclosure of selected 























quarterly data in a footnote to the financial statements by 
certain registrants whose stock is actively traded and who 
meet either of the size tests set forth in the release. 


Prior to issuing Accounting Series Release No. 177, the 
Commission considered comments from several registrant 
life insurance companies and life insurance holding com- 
panies requesting that the life insurance industry be exempt 
from the Regulation S-X amendment requiring quarterly 
data in footnotes to financial statements. These companies 
indicated that they presently do not prepare quartely 
statements in accordance with generally accepted account- 
ing principles (GAAP) but would be required to do so to 
conform to Rule 3-16(t) of Regulation S-X. The Commission 
decided to consider this matter separately and did not fully 
address the applicability to insurance companies of the 
amendments to Regulation S-X and Form 10-Q in Account- 
ing Series Release No. 177. 


When the Commission adopted Form 10-Q in 1970 to re- 
quire summarized quarterly reporting throughout the year, it 
exempted life insurance companies and holding companies 
having only life insurance subsidiaries from filing sum- 
marized financial information during interim periods because 
of the difficulty these companies had in determining quarter- 
ly results. This decision was based primarily on the assertion 
that the majority of companies in this industry had neither 
the data processing capability nor the actuarial information 
necessary to compute deferred acquisition costs and reserve 
valuations at interim dates. 


The Commission now understands that a majority of life in- 
surance companies are preparing or are capabie of preparing 
quarterly financial statements on a GAAP basis. Thus, most 
life insurance companies apparently have overcome the es- 
timation and data processing problems related to determina- 
tion of reserves and deferred acquisition costs. Accordingly, 
the Commission is proposing a change in Rules 13a-13 and 
15d-13 under the Securities Exchange Act of 1934 to re- 
quire life insurance companies and holding companies hav- 
ing only life insurance subsidiaries whose securities are 
registered pursuant to either Section 12(b) or Section 15(d) 
of the Exchange Act to file quarterly reports on Form 10-Q 
for quarterly periods beginning after June 25, 1976. 


The Commission anticipates that some life insurance com- 
panies may not presently have established the systems 
necessary to comply with this proposed requirement. It 
solicits specific and detailed data from these registrants con- 
cerning the estimated amount of time that would be re- 
quired and the costs that would be incurred for them to 
develop such a reporting system. 


In addition, the Commission believes that insurance com- 
panies who are subject to the reporting requirements of Sec- 
tion 15(d) of the Exchange Act, who meet certain size tests 
and whose shares are actively traded also should be subject 
to the reporting requirement of Rule 3-16(t) of Regulation S- 
X. Accordingly, it is proposing an amendment to Rule 3- 
16(t) to require disclosure of selected quarterly data in notes 
to financial statements of such registrants. Insurance com- 
panies who report under Section 15(d) of the Exchange Act 
who do not meet the following criteria will be exempt from 
this proposed requirements. 


1. The insurance company is subject to the reporting re- 


quirements of Section 15(d) of the Exchange Act and has 
securities which are quoted on the National Association of 
Securities Dealers Automated Quotation System and these 
securities meet the Regulation T requirements for continued 
inclusion on the list of OTC margin stock; and 


2. The registrant and consolidated subsidiaries had income 
after taxes but before extra-ordinary items and cumulative 
effect of a change in accounting of at least $250,000 for 
each of the last three fiscal years or had total assets at the 
last fiscal year end of at least $200,000,000. 


B. PROPOSED AMENDMENTS 
The amendments to Regulation S-X and rules 13a-13 and 
15d-13 under the Securities Exchange Act of 1934 follow 
(amendments are underlined; deletions are bracketed or 
designated as deleted). 
|. Regulation S-X 


Rule 3-16. General Notes to Financial Statements. 
(See Release No. AS-4. 


(t) Disclosure of selected quarterly financial data in notes to 
financial statements. 


Exemption. This rule shall not apply to any registrant that 
does not meet the following conditions: 


(a) The registrant (1) has securities registered pursuant to 
Section 12(b) of the Securities Exchange Act of 1934 or (2) 
has securities registered pursuant to Section 12(g) of that 
Act which also (i) are quoted on the National Association of 
Securities Dealers Automated Quotation System and (ii) 
meet the requirements for continued inclusion on the list of 
OTC margin stocks set forth in Section 220.8(i) of Regula- 
tion T of the Board of Governors of the Federal Reserve 
System or (3) is an insurance company that is subject to the 
reporting requirements of Section 15(d) of that Act and has 
securities which also meet the tests set forth in 2(i) and 2(ii) 
above; and 


(b) (No change) 

(1) (No Change) 

(2) (No Change) 

(3) (No Change) 

(4) (No Change) 

ll. Rule 13a-13. Quarterly Reports on Form 10-Q 
(a), (b)(1), (b)(2), (c) and (d) (No Change) 


(b) (3) [Life insurance companies and holding companies 
having only life insurance subsidiaries] (Deleted) 


(b) (4) becomes (b) (3) 
Ill. Rule 15d-13. Quarterly Reports on Form 10-Q. 
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(a), (b)(1), (b)(2), (c) and (d) (No Change) 


(b)(3) [Life insurance companies and holding companies 
having only life insurance subsidiaries] (Deleted) 


(b)(4) becomes (b)(3) 


These amendments are proposed, to be adopted pursuant to 
authority in Sections 5, 7, 8, 10 and 19(a) of the Securities 
Act of 1933 and Sections 12, 13, 15(d) and 23(a) of the 
Securities Exchange Act of 1934. Pursuant to Section 
23(a)(2) of the Exchange Act the Commission has con- 
sidered the impact of these proposals on competition and is 
not aware, at this time, of any burden that such rule 
amendments, if adopted, would impose on competition. 
However, the Commission specifically invites comments as 
to the competitive impact of these proposals, if adopted. The 
amendments of Rule 3-16(t) of Regulation S-X will be effec- 
tive for all fiscal periods beginning subsequent to June 25, 
1976, but in no event shall disclosure of quarterly data be 
required for quarters beginning prior to that date. The 
amendments of Rules 13a-13 and 15d-13 will be effective 
for reports filed for quarterly periods beginning after June 
25, 1976, but in no event shall comparative data be required 
for interim periods beginning prior to June 25, 1976. 


All interested persons are invited to submit written com- 
ments on the proposals on or before April 30, 1976. The 
communications should be addressed to the Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549, and should be referenced to File No. S7-621. All 
comments will be available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5690/March 15, 1976 


PERMANENT SUSPENSION OF THE REGULATION A 
EXEMPTION OF CANDLEWYCKE INNS, LTD. 


The Securities and Exchange Commission has issued an 
order permanently suspending the Regulation A exemption 
from registration under the Securities Act of 1933, as 
amended, with respect to the proposed offering of securities 
of Candiewycke Inns, Ltd., 1131 Tropicana Avenue, Las 
Vegas, Nevada. 


Pursuant to a Notification filed on November 3, 1971, and 
later amended, Candlewycke proposed to offer 250,000 
shares of $.01 par value common stock, at $1.00 per share, 
for an aggregate offering price of $250,000. To this date, it 
is unknown whether any shares have been sold. 

30, 


On December 1975, the Commission temporarily 
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suspended the exemption of Candlewycke, stating that it 
had reason to believe that: (a) the Notification and Offering 
Circular of Candlewycke contained untrue statements of 
materials facts and omitted to state material facts necessary 
in order to make the statements made, in light of the cir- 
cumstances under which they were made, not misleading: 
(b) Candlewycke failed to comply with the terms and con- 
ditions of Regulation A in that it failed to file a Form 2-A 
sales report as required by Rule 260 under Regulation A; (c) 
Candlewycke failed to cooperate with the Commission in 
that Candlewycke and its principal officers resisted 
numerous attempts by the Commission's staff to assist 
Candlewycke in complying with the requirements of Regula- 
tion A; and (d) the offering, if permitted to continue, would 
be in violation of Section 17 of the Securities Act of 1933, 
as amended. 


No hearing having been requested by Candiewycke within 
thirty days after the entry of the order of temporary suspen- 
sion, the Commission ordered, pursuant to Rule 261 of the 
General Rules and Regulations under the Securities Act of 
1933, as amended, that the exemption of Candlewycke un- 
der Regulation A be permanently suspended. 


R. R. Jewell, x-51263 
TOSI 3-2-76 
R.D. APPLETON, x-51290 





SECURITIES ACT OF 1933 
Release No. 5691/March 17, 1976 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12222/March 17, 1976 


TRUST INDENTURE ACT OF 1939 
Release No. 430/March 17, 1976 


MONTHLY PLUBLICATION OF A LIST OF SIGNIFICANT 
LETTERS ISSUED BY THE DIVISION OF CORPORATION 
FINANCE 


The Commission has long encouraged its staff to provide in- 
formal advice as to the applicability of specific provisions of 
the securities laws.' Typically, that advice is provided in the 
form of “‘no-action letters,” in which private persons receive 
from the staff and indication of the staff's enforcement 
recommendation to the Commission should be propesed 
transaction be consummated as contemplated, or in the 
form of “interpretative letters,”’ in which interpretations of 





' See generally, Securities Act Release No. 4924 (Sept. 20, 
1968) (33 F.R. 14545). 


The policy of permitting an informal staff advisory procedure 
to members of the public dealing with the Commission is 
codified at 17 C.F.R. 202.1(d). The policy of making both no- 
action and interpretative letters public if codified at 17 C.F.R. 
200.81. The Procedure for submitting a no-action or inter- 
pretative request is set forth in Securities Act Release No. 
5127 (Jan. 25, 1971) (36 F.R. 2600). 
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the statutes or rules the Commission administers are provid- 
ed. 


Recognizing that the positions taken in these letters assist 
the public in complying with the acts administered by this 
Commission, and in consideration of the voluminous amount 
of letters annually issued, the Commission has authorized 
the monthly publication in the SEC Digest of a list of letters 
expressing certain views of the Division of Corporation 
Finance with respect to novel or important questions arising 
under the Securities Act of 1933, the Securities Exchange 
Act of 1934, and the Trust Indenture Act of 1939, answered 
by way of these administrative procedures. The list will state 
the name of the subject company, the date the letter is 
issued, and the section of the act, or the rule or form 
thereunder, to which it relates. 


Copies of such letters may be obtained by writing to the 
Public Reference Section, Securities and Exchange Commis- 
sion, Washington, D.C. 20549. The request should state the 
name of the subject company, the letter’s public availability 
date and section of act to which it relates. Copies cost 15 
cents per page. Alternatively, such request may be made in 
person at the Commission's Public Reference Section, 1100 
“L” Street, Room 6101, Washington, D.C., at a cost of 12 
cents per page. 


It should be emphasized that no-action and interpretative 
letter process is merely an informal mechanism by which 
private persons and their counsel may seek either an indica- 
tion of the staff's enforcement attitude toward a particular 
transaction prior to its consummation, or an interpretation 
view from staff members familiar with the federal securities 
laws. The Commission is not bound by these staff responses 
not do the staff responses purport to be an official expres- 
sion of Commission views. The staff's responses to letters 
are not rulings of the Commission or its staff on questions of 
law or fact and are not dispositive of the legal issues raised 
as to the applicability of the federal securities laws to a given 
transaction. Further, such letters are not intended to affect 
the rights of private persons. 


By the Commission. 


George A Fitzsimmons 
Secretary 





SECURITIES ACT OF 1933 
Release No. 5692/March 17, 1976 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12224/March 17, 1976 


PUBLICATION OF THE DIVISION OF CORPORATIONS 
FINANCE’S GUIDE 60, ‘‘PREPARATION OF 
REGISTRATION STATEMENTS RELATING TO INTERESTS 
IN REAL ESTATE LIMITED PARTNERSHIPS,” OF THE 
GUIDES FOR PREPARATION AND FILING OF 
REGISTRATION STATEMENTS AND PUBLICATION FOR 
COMMENT OF SECTION 21(C), “UNDERTAKING TO 


PROVIDE FINANCIAL INFORMATION”, THEREOF (S7- 
622) 


(Effective Date: April 20, 1976) 
(Comment Period on Section 21(C) expires: May 14, 1976) 


The Commission today approved the publication of Guide 
60, ‘Preparation of Registration Statements Relating To 
Interests in Real Estate Limited Partnerships” of the Guides 
for the Preparation and Filing of Registration Statements un- 
der the Securities Act of 1933 (Act’’). Proposed Guide 60 
was published for comment on March 1, 1974 (Securities 
Act Release No. 5465). Guide 60 is not a Commission rule 
nor is it published as bearing the Commission's official ap- 
proval; it contains comments and suggestions that the Divi- 
sion of Corporation Finance has developed in its processing 
of registration statements relating to real estate limited 
partnerships. Since Guide 60 as published has been revised 
to reflect public comments on the Guide as originally 
proposed, the Commission does not believe that it is 
necessary to solicit additional comments on the Guide as a 
whole. However, one section of the Guide has been added 
(Section 21(C), ‘Undertaking to Provide Financial Infor- 
mation”, Appendix A of the release) and the Commission is 
hereby proposing that section for comment. 


Guide 60, is intended to minimize delays in the review of 
registration statements relating to real estate limited 
partnerships and also to assist issuers, accountants, at- 
torneys and others in the preparation of such filings. Since 
the area of real estate limited partnerships is an evolving 
one, as developments occur the staff may suggest additional 
disclosure to supplement or replace that contained in the 
Guide. 


Changes from Guide as Proposed 


In general, the Guide as published is similar to that proposed 
for comment. A number of minor changes have been made 
in response to comments; these are basically aimed at 
clarifying the Guide and making the information requested 
more concise. Thus, for example, the cover page disclosure 
of risks has been shortened and sample Use of Proceeds and 
Prior Performance tables have been included as examples. It 
should be understood that these tables, particularly the Prior 
Performance table, may be only part of the disclosure re- 
quired, depending on the particular facts and circumstances. 
in addition, several new examples of conflicts of interest 
have been added relating to the general partner's ownership 
of property near partnership property and to the compensa- 
tion plan for the general partner. Minor and clarifying 
changes have also been made in almost all of the other sec- 
tions of the Guide. 


More significant changes have been made in several sec- 
tions. The necessity for obtaining an appraiser's consent is 
clarified in Section 5A\(iii) under Conflicts of Interest. In 
general, the Guide requires that if a specific appraisal is used 
in the registration statement, the appraiser would have to be 
named as an expert. Secondly, the Management Section 
(Section 9) has been revised to include a description of any 
substantial reliance on a nonaffiliate in running the 
operations of the partnerships, as well as information about 
such nonaffiliates’ experience and compensation. The 
paragraph under Investment Objectives and Policies (Sec- 
tion 10) relating to description of yields has been changed to 
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make clear that in certain circumstances, such as an un- 
specified property fund, it is inappropriate to make any state- 
ment of anticipated cash returns. 


The Description of Real Estate Investments section (Section 
11) drew the most comment because of the proposed re- 
quirement that if specific properties have been identified and 
there was a letter of intent, deposit agreement, or other 
agreement in principle to purchase the property that dis- 
closure about the property is made. Concern was expressed 
that the timing of disclosure varied with the business prac- 
tice of the issuer and that “an agreement in principle” may 
or may not mean that a specific property would be acquired. 
In recognition of the justification for these comments, the 
Guide has been amended to require specific disclosure 
about property at such time as there is a “reasonable 
probability’ that it will be acquired (and the funds to be ex- 
pended represent a material portion of the proceeds of the 
minimum offering). Since a “reasonable probability” will 
vary according to business practices, the burden is on the 
issuer to determine at what point disclosure is required. The 
Division has noted instances where registrants have clearly 
identified properties to be purchased but have delayed 
proceeding in order to avoid disclosure. This is not, in the 
Division's view, consistent with management's responsibility 
to make full and fair disclosure of material facts. 


Along with the same line, the undertaking relating to filing 
information when specific properties are to be acquired by 
an nonspecified fund has been changed to some extent. It 
now provides that the registrant will file a current report on 
Form 8-K to reflect each commitment (which is defined as 
the signing of a binding purchase agreement) made after the 
effective date of the offering involving the use of 10% or 
more of the net proceeds of the offering and to provide the 
information contained in the report to the limited partners at 
least once each quarter after the distribution period of the 
offering has expired. The report to limited partners is ex- 
pected to contain the financial statements required by Item 
6(b) of Form S-11 (rather than, as proposed, those required 
by Form 8-K). In addition, the undertaking requires the 
registrant to file a sticker supplement during the distribution 
period describing and property as to which there is a reason- 
able probability of acquisition and to consolidate such 
stickers in a post-effective amendment at least once every 
three months. The information in the post-effective amend- 
ment would also have to be provided to existing limited 
partners, and audited financial statements for the properties 
acquired during the distribution period would only need be 
filed with the post-effective amendment. Sales could con- 
tinue after the filing of such post-effective amendment 
(before effectiveness) as long as the information in the post- 
effective amendment was also attached as a current sticker 
to the prospectus. 


Proposed Undertaking Relating to Financial Information 


It is proposed to add an undertaking (Section 21(C) to the 
series of undertakings now present in the Guide which 
would require the registrant to furnish to investors the finan- 
cial statements required by Form 10-K for one full year of 
operations after the effective date. The purpose of this un- 
dertaking is to try to assure that investors receive financial 
information relating to the partnership's operations for at 
least the first year of actual operations. In many instances, 
the issuer's obligation to file reports under the Securities Ex- 
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change Act of 1934 terminates before the proceeds of the 
offering are fully invested so that the investor never receives 
financial information of the type required by Form 10-K. 


Financial Statements in Real Estate Limited Partnership 
Filings 


The Commission in the release accompanying proposed 
Guide 60 mentioned the possibility of the staff drafting 
guides relating to disclosures in financial statements accom- 
panying real estate limited partnership filings. Since that 
time, the Commission, in Accounting Series Release No. 
162 (September 27, 1974) expressed the view that financial 
statements relating to the public sale of interests in limited 
partnerships formed in connection with activity involving in- 
come tax shelter or deferral opportunities, should be 
presented in conformity with generally accepted accounting 
principles with the audit opinion rendered on that basis. 


The Commission hereby authorizes the publication of Guide 
60, “Preparation of Registration Statements Relating to 
Interests in Real Estate Limited Partnerships” pursuant to 
Sections 7 and 10 of the Act. In addition, the Commission 
authorizes, pursuant to Sections 7 and 10 of the Act, the 
publication for comment of proposed Section 21(C), Under- 
taking Relating to Financial Information. All interested per- 
sons are invited to submit their views and comments on that 
proposal in writing to George A. Fitzsimmons, Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549, on or before May 14, 1976. Such communications 
should refer to File No. S7-622 and will be available for 
public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





60. Preparation of Registration Statements Relating to 
Interests in Real Estate Limited Partnerships 


References to the General Partner and its affiliates are in- 
tended to include references to the General Partner(s), 
promoters of the partnership, and all persons that directly or 
indirectly, through one or more intermediaries, control or are 
controlled by or are under common control with, such 
General Partner(s) or promoters. 


It is suggested that where appropriate, the information in the 
prospectus be presented in the same order as the following 
comments. Where the registrant believes that specific com- 
ments are not relevant or are otherwise inappropriate, the 
registrant should bring this to the staff's attention in a letter 
indicating the reasons therefor. 


1. COVER PAGE 


A. The disclosure on the cover page should be as succinct 
and brief as possible. 
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B. The cover page should set forth, in addition to basic in- 
formation about the offering (see Guide 5), the termination 
date of the offering, any minimum required purchase and 
any arrangements to place the funds received in an escrow, 
trust or similar arrangement. 


C. The cover page should contain a tabular presentation of 
the total maximum and minimum interests to be offered: 


Selling Proceeds 
Price Commis- to the 
to Public sions Partnership 





Per Limited Partnership 
Interest 


Total Minimum 


Total Maximum ...... 
D. The cover page should also contain, as noted in Guide 
5(g), a brief identification of the material risks involved in the 
purchase of the securities with cross-reference to further 
discussion in the prospectus. The most significant risk fac- 
tors should be identified where applicable, for example: 


i) Tax Aspects 
For example: 


There are material income tax risks associated with 
the offering. 


ii) Use of Proceeds 
For example: 


The proceeds of the offering are insufficient to meet 
the requirements for funds as set forth in the partner- 
ship’s investment objectives. 


iii) Conflicts of Interests 
For example: 


The operation of the partnership involves transac- 
tions between the partnership and the General Partner 
or its affiliates which may involve conflicts of interest. 


2. SUITABILITY STANDARDS 


Standards, if any, to be utilized by the registrant (‘suitability 
standards”) in determining the acceptance of subscription 
agreements should be described immediately following the 
cover page. Suitability standards should include those es- 
tablished by the registrant, if any, or by any self-regulatory 
Organization or state agency having jurisdiction over the 
offering of the securities. Registrant should disclose the 
method(s) it intends to employ to assure adherence to the 
suitability standards by persons selling the interests and 
should briefly discuss the factors pertaining to the need for 
such standards such as lack of liquidity (resale or assign- 
ment of securities), importance of the investor's Federal in- 
come tax bracket in terms of the tax-benefits to be derived, 
the long term nature of the investment and possible adverse 
tax consequences of premature sale of the interests. If 


suitability standards apply to resale of the interests, this 
should be discussed. 


3. SUMMARY OF THE PARTNERSHIP AND USE OF 
PROCEEDS 


A two-part, concise outline summary relating to the 
partnership and a tabular summary of use of proceeds 
should follow the Suitability section of the prospectus. These 
summaries may replace the Introductory Statement and Use 
of Proceeds Sections required by the relevant Form if such 
Sections would merely repeat the information in the sum- 
maries. 


A. Summary of the Partnership. The following information 
should be disclosed in outline form with appropriate cross- 
references, where applicable: 


i) Name, address and telephone number of the 
General Partner and names of persons making invest- 
ment decisions for the partnership; 


ii) The intended termination date of the partnership; 


iii) State, if ture, that the General Partner and its af- 
filiates will receive substantial fees and profits in con- 
nection with the offering; 


vi) If current distributions are an investment objec- 
tive, state the estimated maximum time from the clos- 
ing date that the investor might have to wait to receive 
such distributions; 


v) Describe briefly the properties to be purchased. If 
a material portion of the minimum net proceeds of the 
offering (allowing for reserves) is not committed to 
specific properties, so indicate; 


vi) Describe the depreciation method to be used; 


vii) State the maximum leverage expected to be used 
by the partnership as a whole and on individual 
properties, where it may differ; 


viii) Include a cross-reference to the Glossary. 


B. Use of Proceeds. The use of proceeds tabular summary 
will vary according to the partnership but should include, 
where appropriate, estimates of the public offering expenses 
(both organizational and sales), the amount available for in- 
vestment, non-recurring initial investment fees, orepaid 
items and financing fees, cash down payments, reserves, 
and acquisition fees including those paid by the seller. 
Estimated amounts to be paid to the General Partner and its 
affiliates should be identified. The summary should include 
both dollar amounts and percentages of the maximum and 
minimum proceeds of the offering. Inclusion of percentages 
of the estimated maximum and minimum total assets is op- 
tional. An example of a summary of Use of Proceeds is at- 
tached, but the summary will vary according to the cir- 
cumstances. 


4. COMPENSATION AND FEES TO THE GENERAL 
PARTNER AND AFFILIATES 


A. This section should include a summary tablular presenta- 
tion, itemizing by category and specifying dollar amounts 
where possible, of all compensation, fees, profits, and other 
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benefits (including reimbursement of out-of-pocket ex- 
penses) which the General Partner and its affiliates may earn 
or receive in connection with the offering or operation of the 
partnership. If more detailed information is required it should 
be located in the Summary of Partnership Agreement sec- 
tion with cross-reference to the that Summary. The presen- 
tation should identify the person, including affiliations with 
the General Partner, who will receive such compensation, 
fees, profits or benefits and the services to be performed by 
such person. The summary should be organized so as to in- 
dicate clearly whether the compensation relates to the offer- 
ing and organizational stage, the developmental or acquisi- 
tion stage, the operational stage or the termination and li- 
quidation stage of the partnership. Separate subcaptions are 
recommended. 


The type of compensation, fees, profits or other benefits that 
should be disclosed includes, but is not limited to, the 
following: disbursements incident to the purchase and sale 
of the limited partnership interests, including sales com- 
missions, reimbursements for expenses, and real estate 
commission; finder’s fees; fees for property acquisitions, 
marketing or leasing up of properties, financing or refinan- 
cing, management of properties, insurance and mis- 
cellaneous services; commissions and other fees to be paid 
upon sale of the partnership's properties; participation by 
the General Partner in cash flow or profits and losses or 
capital gains and losses arising out of the operation, refinan- 
cing or sale of properties; fees or builder's profits; overhead 
absorption andcor land write-ups; and ail profits on the 
purchase of investments for the partnership from the 
General Partner or its affiliates. If the partnership agreement 
limits the losses the General Partner and its affiliates can 
sustain, this should be discussed. 


B. Maximum aggregate dollar front-end fees to be paid dur- 
ing the first fiscal year of operations should be disclosed bas- 
ed upon the assumption that the partnership's maximum 
leverage is utilized. 


C. Where compensation arrangements are based upon a 
formula or percentage, the terms of such arrangements 
should be disclosed and illustrated. The assumptions un- 
derlying the dollar figures should be disclosed and the 
calculations underlying the figures should be submitted to 
the staff supplementally with the initial filing. Compensation 
based upon a given return (percentage of contributed in- 
vestor capital) to investors should disclose whether such 
return is cumulative or non-cumulative. 


D. Where the General Partner or an affiliate receives a dis- 
proportionate interest in the partnership in relation to its 
own contribution, registrant's attention is directed to Guide 
6. A bar chart comparison of the various interests and con- 
tributors should be provided. 


5. CONFLICTS OF INTEREST 


A. This sections should include a summary of each type of 
transaction which may result in a conflict between the in- 
terests of the public investors and those of the General 
Partner and its affiliates, and of the proposed method of 
dealing with such conflict. The types of conflicts of interest 
which should be disclosed and discussed, if appropriate, in- 
clude, but are not limited to: 


184/SEC DOCKET 


i) The General Partner is a general partner or an af- 
filiate of the general partner in other investment en- 
tities (public andcor private) engaged in making 
similar investments or otherwise makes or arranges 
for similar investments. 


ii) The General Partner has the authority to invest 
the partnership's funds in other partnerships in which 
the General Partner or an affiliate is the general 
partner or has an interest. 


iii) Properties in which the General Partner or its af- 
filiates have an interest are bought from or partnership 
properties are sold to the General Partner or its af- 
filiates or entities in which they have an interest. 
Where appraisals are used in connection with any 
such transaction, it should be made clear that ap- 
praisals are only estimates of value and should not be 
relied on as measures of realizable value. If the ap- 
praiser is named as an expert, a consent to the use of 
his name should be furnished. If specific appraised 
values are included in the registration statement, the 
appraiser should be named as an expert, his consent 
furnished and the appraisals filed as exhibits to the 
registration statement. If a statement that the 
purchase price of the property does not exceed its ap- 
praised value is included and the appraiser is not nam- 
ed and specific values are not cited, there need not be 
furnished a consent to use the appraiser's name. In 
that event, a copy of the appraisal should be submitted 
supplementally with the registration statement. If any 
relationship exists between the appraiser and the 
General Partner or its affiliates this should be stated. If 
the General Partner intends to buy any properties in 
which the general partner or any of its affiliates have a 
material interest, such properties should be ap- 
propriately described in the prospectus along with the 
investment objectives of the partnership (see 
paragraph 10, Investment Objectives and Policies). If 
it is disclosed in the prospectus that the partnership 
may purchase properties in which the General Partner 
or its affiliates have a material interest, but no proper- 
ties are described, and such properties are thereafter 
purchased for the partnership, the General Partner will 
have the heavy burden of demonstrating that it did not 
intend to purchase such property at the time the 
registration statement became effective. 


iv) The General Partner or its affiliates own or have 
an interest in properties adjacent to those to be 
purchased and developed by the partnership. 


v) Affiliates of the General Partner who act as un- 
derwriters, real estate brokers or managers for the 
partnership, act in such capacities for other 
partnerships or entities. 


vi) An affiliate of the General Partner places 
mortgages for the partnership or otherwise acts as a 
finance broker or as insurance agent or broker receiv- 
ing commissions for such services. 


vii) An affiliate of the General Partner acts (a) as a 
underwriter for the offering, or (b) as a principal un- 
derwriter for the offering thereby creating conflicts in 
performance of the underwriter’s due diligence in- 
quiries under the Securities Act. 
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viii) The compensation plan for the General Partner 
may create a conflict between the interests of the 
General Partner and those of the partnership. 


B. An organization chart should be included in this section 
showing the relationship between the various organizations 
managed or controlled by the General Partner or its affiliates 
that will do business with the partnership where the 
relationships are so complex that a graphic display would 
assist investors in understanding such relationships. 


6. FIDUCIARY RESPONSIBILITY OF THE GENERAL 
PARTNER 


A. A discussion of the fiduciary obligation owed by the 
General Partner to the Limited Partners should be set forth. 
The following disclosure is suggested with appropriate 
modification for the laws of the state of organization: 


A General Partner is accountable to a limited 
partnership as a fiduciary and consequently must exer- 
cise good faith and integrity in handling partnership af- 
fairs. This is a rapidly developing and changing area of 
the law and Limited Partners who have questions con- 
cerning the duties of the General Partner should con- 
sult with their counsel. 


B. Where the limited partnership agreement contains an ex- 
culpatory provision andcor the right to indemnification, the 
following disclosure is suggested, as modified to reflect the 
substance of such provisions: 


Exculpation 


i) The General Partner may not be liable to the 
Partnership or Limited Partners for errors in judgment 
or other acts or omissions not amounting to willful 
misconduct or gross negligence, since provision has 
been made in the Agreement Partner. Therefore, 
purchasers of the interests have a more limited right of 
action than they would have absent the limitation in 
the Partnership Agreement. 


Indemnification 


ii) The Partnership Agreement provides for indem- 
nification of the General Partner by the Partnership for 
liabilities he incurs in dealings with third parties on 
behalf of the partnership. To the extent that the in- 
demnification provisions purport to include indem- 
nification for liabilities arising under the Securities Act 
of 1933, in the opinion of the Securities and Exchange 
Commission, such indemnification is contrary to public 
policy and therefore unenforceable. 


Registrant's attention is also directed to Note A of 
Rule 460 under the Act relating to disclosure of in- 
demnification agreements. 


7. RISK FACTORS 


A. This section should include a carefully organized series of 
short, concise subcaptioned paragraphs, with cross- 
references to fuller discussion where appropriate, sum- 
marizing the principal risk factors applicable to the offering 
and to the partnership's particular plan of operations. See 


Guide 6 of the Guides. The risk factors section should be 
brief. 


B. This subsection should summarize each material risk of 
adverse tax consequences with appropriate cross-references 
to fuller discussions in the Federal tax section. For example: 


i) Where no Internal Revenue Service (IRS) ruling as 
to partnership tax status has been applied for or ob- 
tained, the risk that the IRS may on audit determine 
that for tax purposes the partnership is an association 
taxable as a corporation, in which case, investors 
would be deprived of the tax benefits associated with 
the offering. As part of this disclosure, it should be 
stated that a material risk of IRS classification as a 
corporate association may exist even though 
registrant relies on an opinion of counsel as to 
partnership tax status as such opinion is not binding 
on the IRS. It may also be stated that IRS classifica- 
tion of the partnership as a corporate association 
would deprive investors of the tax benefits of the offer- 
ing only if the IRS determination is upheld in court or 
otherwise becomes final. Any such additional dis- 
closure should explain that contesting an IRS deter- 
mination may impose representation expenses on in- 
vestors. (See Federal tax section, p. 12.) 


ii) Where the IRS has advised registrant that it 
proposes not to rule, or to rule adversely, on any tax 
issue as to which a ruling was applied for, the risk that 
investors may lose some or all tax benefits associated 
with the offering. (See Federal tax section, p. 12.) 


iii) The risk that after some years of partnership 
operations an investor's tax liabilities may exceed his 
cash distributions in corresponding years and that to 
the extent of such excess the payment of such taxes 
will be out-of-pocket expenses. 


iv) Upon a sale or other disposition (e.g., by gift) of a 
partnership interest or, upon a sale (including a 
foreclosure sale) or other disposition of partnership 
property, the risk that an investor's tax liabilities may 
exceed the cash he receives and that to the extent of 
such excess the payment of such taxes will be out-of- 
pocket expenses. The disclosure should indicate to 
what extent the gain may be taxed as ordinary income, 
to what extent as capital gain. (See Federal tax sec- 
tion, p. 19.) 


v) The risk that an audit of the partnership's informa- 
tion return may result in an audit of an investor's own 
tax return. (See Federal tax section, p. 20.) 


C. Risk factors relating to the specific partnership might in- 
clude, where applicable: 


i) Management's lack of relevant experience, or 
management's lack of success with similar partnerships, or 
other real estate investments; 


ii) Where the proceeds of the offering will be insufficient 
to meet the requirements of the partnership's investment 
objectives, a discussion of the additional sources of capital 
for the partnership and of the risk of not being able to satisfy 
the partnership's objectives as a result of not obtaining ad- 
ditional necessary funds; 
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iii) Where the partnership has high risk investment objec- 
tives, including high leveraging, these should be explained; 


iv) The risk that no public market for interests is likely to 
develop and that holders of interests may not be able to liq- 
uidate their investment quickly; 


v) Risks. associated with contemplated rent stabilization 
programs, fuel or energy requirements or regulations, and 
construction in areas that are subject to environmental or 
other federal, state or local regulations, actual or pending; 


vi) Where a material portion of the minimum net 
proceeds of the offering is not committed to specific proper- 
ties, disclosure of the particular risk associated with an in- 
vestment in such an offering. Such disclosure should include 
the increased uncertainty and risk to investors since they are 
unable to evaluate the manner in which the proceeds are to 
be invested and the economic merit of the particular real es- 
tate projects prior to investment. Also it should be disclosed 
that there may be a substantial period of time before the 
proceeds of the offering are invested and therefore a delay to 
investors in receiving a return on their investment. 


D. Risk factors relating to real estate limited partnership 
offerings in general should be briefly discussed after those 
relating to the specific partnership. Such risks might include, 
where applicable: the risks associated with the ownership of 
real estate, including uncertainty of cash flow to meet fixed 
and maturing obligations, adverse local market conditions, 
risks of “leveraging,” and uninsured losses. 


8. PRIOR PERFORMANCE OF THE GENERAL PARTNER 
AND AFFILIATES 


A. Tabular presentations providing a reasonable summary 
of the experience of the General Partner and its affiliates 
during the last five years in the investment of investor funds 
in real estate, including both registered and exempted 
offerings. Such presentations should generally follow the 
format in Table Il. Where the investment objectives of any 
such prior programs were different from those of the 
partnership being registered, this should be disclosed. 
Where the General Partner and its affiliates’ experience is 
such that a lengthy and costly presentation would be 
necessary, the staff should be consulted as to appropriate 
modifications. In addition, in some cases, depending on the 
circumstances, more information may be called for in this 
area. 


B. The information required by Item 16(e) of Form S-1 as it 
applies to the General Partner (its officers and directors, if a 
corporation) or any of its affiliates who may be doing 
business with the partnership should be included. 


C. The amount of, and reason for, any contingent liabilities 
of the General Partner with regard to prior programs now in 
existence should be disclosed. If this information appears in 
the financial statements it may be incorporated hereunder 
by reference. 


9. MANAGEMENT 
A. lf a material portion of the maximum net proceeds 
(allowing for reserves) is not committed to specific proper- 


ties, disclosure should be made of the identity of the in- 
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dividuals who will make the investment decisions, with ap- 
propriate background information, including that required by 
Item 16(e) of Form S-1. 


B. Any substantial reliance on a nonaffiliate in running the 
operations of the partnership should be disclosed and any 
relevant prior experience should be discussed. If material 
amounts of compensation or fees are to be paid to nonaf- 
filiates, a separate heading should be provided entitled, 
“Fees and Compensation Arrangements with Nonaffiliates” 
and a tabular presentation describing such fees should be 
provided. 


C. If there is provision in the partnership agreement or 
otherwise for a change in the management of they 
partnership, a description of how such change could be ac- 
complished should be included. 


10. INVESTMENT OBJECTIVES AND POLICIES 


A. Disclosure should be made of the nature of the property 
intended to be purchased (e.g., commercial, residential) and 
the criteria (e.g., method of depreciation, location) to be 
utilized in evaluating proposed investments. 


B. If there is provision in the partnership agreement or 
otherwise for change in the investment objectives of the 
partnership, a description of how such change could be 
made should be included. 


C. Generally, where the net proceeds of the offering will be 
invested in non-specified properties or in properties that do 
not have any significant operating histories, it is not appro- 
priate to make any statement setting forth a rate of return on 
the investment. 


11. DESCRIPTION OF REAL ESTATE INVESTMENTS 


A. Risks associated with specified properties, such as com- 
petitive factors, environmental regulation, rent control 
regulation, fuel or energy requirements and regulation 
should be noted. 


B. If a material portion of the minimum net proceeds (allow- 
ing for reasonable reserves) is not committed to specific 
properties, the issuer should clearly so indicate in the 
prospectus. 


Where a reasonable probability exists that a property will be 
acquired and the funds to be expended represent a material 
portion of the net proceeds of the minimum offering, the 
issuer should describe such property in the registration 
statement at the time of filing. Where after the registration 
statement has been filed but prior to its effectiveness a 
reasonable probability arises that a property will be acquired, 
a description of such property should be included in a pre- 
effective amendment to the registration statement. Where a 
reasonable probability that a property will be acquired arises 
after the effectiveness of the registration statement and dur- 
ing the distribution period, a 424(c) supplement or post- 
effective amendment, as appropriate, should be promptly fil- 
ed. (See Undertaking D.)* Whether adequate disclosure of 
properties to be acquired has been timely made can only be 
determined by an examination of the facts in each case. This 
may vary due to different business practices particular to 
each issuer. Thus, as in all other situations, the burden of 
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making adequate and timely disclosure rests solely with the 
issuer. 


12. FEDERAL TAXES 


A. General Instructions. This section should summarize un- 
der a series of appropriate headings all material Federal in- 
come tax aspects of the offering. State tax aspects need 
usually be summarized only to the extent required by 
Subsection L, below. Proper citations should be used 
whenever reference is made to sections of the’ Internal 
Revenue Code (the “Code”), the Treasury regulations, decid- 
ed cases or other sources. An opinion of counsel as to all 
material tax aspects of the offering should be filed as an ex- 
hibit. Such opinion should cite relevant authority for any 
conclusions expressed. The tax sections of the prospectus 
should summarize or restate the tax information contained 
in the opinion. 


The function of the tax opinion is to inform investors of the 
tax consequences they can reasonably expect from an in- 
vestment in the partnership. If, with respect to an intended 
tax benefit, counsel are unable to express an opinion that 
such benefit will be available because of uncertainty in the 
law or for other reasons, the opinion should so state and also 
disclose that there is or may be a material tax risk the par- 
ticular benefit will be disallowed on audit. The tax effect of 
such disallowance should be explained. Each material risk of 
disallowance of an intended tax benefit should be disclosed 
in the tax opinion and under the appropriate heading in the 
prospectus. 


Tax counsel should be aware that their opinion speaks as of 
the effective date of the registration statement. Such opinion 
should be updated for any material changes or events oc- 
curring subsequent to filing and prior to the effective date. 
Ruling requests (including amendments) and rulings should 
also be filed as exhibits with the original filing, or by amend- 
ment as soon thereafter as available. 


B. Partnership Status. This subsection should state whether 
an IRS ruling has been requested as to the entity's classifica- 
tion as a partnership for Federal income tax purposes. The 
contents of any ruling, including any conditions therein, 
should be summarized. Where a ruling or opinion of counsel 
as to partnership status is conditioned on the maintenance 
of certain net worth or other standards, there should be dis- 
closure as to how these standards will be maintained in the 
future. If no IRS ruling as to partnership tax status has been 
requested or obtained, counsel's opinion as to partnership 
tax status should be summarized and the risk of IRS 
classification of the entity as a corporate association, 
referred to in the Risk Factors section, should be discussed. 


C. Taxation of Limited Partners. \nsofar as necessary to an 
understanding of the intended tax benefits and any material 
risks of their disallowance, this subsection should sum- 
marize basic rules of partnership taxation, e.g., that a 
partnership is not a taxable entity, that a partner will be re- 





“It has come to the staff's attention that on a number of oc- 
casions issuers have identified properties to be purchased 
and have delayed proceeding with the purchase in order to 
avoid the necessary disclosure. In the staff's opinion, such 
practice is not consistent with the obligation of the issuer to 
disclose material facts relating to the offering. 


quired to report on his Federal tax return his distributive 
share of partnership income, gain, loss, deductions or 
credits, whether or not any actual distribution is made to 
such partner during his taxable year. The tax treatment of 
cash distributions to partners should also be explained. 


lf the partnership agreement provides special allocations 
among partners of distributive shares of income, gain, loss, 
deductions or credits, this subsection should set forth an 
opinion of counsel to the effect that the principal purpose of 
the allocations is not tax avoidance or evasion under Code 
Sec. 704(b)(2), and/or a risk disclosure to the effect that the 
IRS may on audit disallow any special allocation which it 
determines to have tax avoidance or evasion as its principal 
purpose. The tax consequences to partners of disallowance 
of a special allocation should be explained. Where 
applicable, the tax consequences of retroactive allocations 
to new partners should be discussed. 


D. Basis. This subsection should explain that a partner may 
deduct his share of partnership losses only to the extent of 
the adjusted basis of his interest in the partnership. Inclusion 
of a partner's share of the partnership's nonrecourse debt in 
the adjusted basis of his partnership interest should be ex- 
plained. If there is a question as to whether the partnership's 
nonrecourse debt will enter into bases of the limited 
partners’ interests, that should be disclosed. 


Where appropriate, there should be an explanation of the 
consequences to a limited partner of a reduction in his share 
of the partnership's nonrecourse debt as may result, for ex- 
ample, from a change in his profit sharing ratio. 


E. Depreciation and Recapture. This subsection should ex- 
plain the method or methods of depreciation to be used by 
the partnership on its depreciable property as well as the 
basis for determining useful lives of such property. Any 
material risk that the IRS may challenge useful lives chosen 
by the partnership should be disclosed together with an ex- 
planation of the possible tax consequences of applying 
longer useful lives to partnership property. If methods of 
depreciation available only to a ‘‘first-user” are to be utilized, 
the basis of such “‘first-user’’ status should be explained. 
Depreciation recapture may be explained here with ap- 
propriate cross-reference to subsections on Sale or Other 
Disposition of Partnership Property and Sale or Other 
Disposition of a Partnership Interest. 


F. Deductibility of Prepaid and Other Expenses. As to 
prepaid interest, possible nondeductibility in the year of pay- 
ment should be discussed. It should be explained that if a 
partnership takes a large deduction for prepaid interest in its 
first year of operation, having little or no income in such 
year, the IRS may determine that the prepayment created a 
material distortion of income at the partnership level and 
require that it be allocated over the term of the loan. 


As to other material partnership expenses (e.g., interim com- 
mitment fees, management fees, permanent mortgage fees, 
etc.) it should be stated which are deductible, which are 
nondeductible and as to which deductibility is uncertain. 
Where applicable, the possible nondeductibility of 
guaranteed payments under Code Sec. 707(c) should be dis- 
cussed. 


G. Tax Liabilities in Later Years. This subsection should dis- 
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cuss the Risk Factors disclosure that after some years of 
partnership operations an investor's tax liabilities may ex- 
ceed cash distributions in corresponding years. The tax 
problems that will arise after partnership property reaches 
the point when the partnership's nondeductible mortgage 
amortization payments exceed its depreciation deductions 
(the crossover point) should be explained. 


It should also be explained that where partnership losses 
offset an investor's earned income taxable at a 50 percent 
rate, partnership income in later years may be taxed to the 
investor at a higher rate. 


H. Sale or Other Disposition of a Partnership Interest. This 
subsection should begin with a restatement of the Risk Fac- 
tors disclosure that an investor may be unable to sell his 
partnership interest as there may be no market for it. The 
subsection should then discuss the Risk Factors disclosure 
that taxes payable on a sale of a partnership interest may ex- 
ceed cash received. The discussion should explain the tax 
effect on a partner of being relieved from his share of the 
partnership’s nonrecourse liabilities. The discussion should 
also state to what extent the gain recognized will be taxed 
as ordinary income, to what extent as capital gain. 


Whether or not the partnership plans to make the Sec. 754 
election should be disclosed together with an explanation of 
the possible tax consequences on a transferee Limited 
Partner should the election not be made. 


This subsection should also explain that a gift of an interest 
in a partnership holding leveraged property may result in 
Federal income tax (as well as Federal gift tax) liability to the 
donor. It should be explained that the IRS is likely to con- 
sider that a partner who gives away his partnership interest 
is relieved of his share of the partnership’s nonrecourse 
liabilities and that he may realize a taxable gain on the gift to 
the extent that his share of such liabilities exceeds his ad- 
justed basis in his partnership interest. It should be stated to 
what extent the gain will be taxed as ordinary income, to 
what extent as capital gain. 


|. Sale or Other Disposition of Partnership Property. This 
subsection may use cross-reference to, or be combined with, 
subsection H in order to avoid repetition. 


The subsection should discuss the Risk Factors disclosure 
that upon a sale (including a foreclosure sale) or other dis- 
position of partnership property an investor's tax liability 
may exceed cash he would receive. The discussion should 
explain that the amount received by the partnership on sale 
(including a foreclosure sale) or other disposition of property 
will include any nonrecourse indebtedness to which the 
property was subject. It should be stated to what extent the 
gain will be taxed as ordinary income, to what extent as 
capital gain. 


If appropriate, the tax treatment of dealer property should be 
explained. Should the sale of condominium units by the 
partnership be contempiated, it should be pointed out such 
units may be treated as dealer property. 


J. Section 183. The possible impact of this Code section on 
investors lacking a profit objective in investing in any tax 
shelter program which is expected to generate annual net 
losses for tax purposes for a period of years should be dis- 
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cussed. The discussion should note that the section may ap- 
ply to the Limited Partners of a partnership notwithstanding 
any profit objective the partnership itself may be deemed to 
have. 


K. Liquidation or Termination of the Partnership. The tax 
consequences to a Limited Partner of partnership liquidation 
or termination should be explained. 


L. State, Local and Foreign Taxes. \t should be disclosed 
whether partners will be required to file tax returns andcor 
be subject to tax in any state or states other than their state 
of residence, or in any foreign countries. Where applicable, 
state and foreign tax rates should be noted. 


M. Tax Returns and Tax Information. \t should be disclosed 
what kind of tax information will be supplied to Limited 
Partners and when, and whether the same kind of informa- 
tion will also be supplied to assignees who are not substitute 
limited partners. 


It should be explained that the information return filed by the 
partnership may be audited and that such audit may result in 
adjustments or proposed adjustments. Any adjustment of 
the partnership information return would normally result in 
adjustments or proposed adjustments of a partner’s own 
return. Any audit of a partner's return could result in ad- 
justments of nonpartnership as well as partnership income 
and losses. 


N. Other Headings. Where applicable the tax section should 
also discuss the limitation on deductions of investment in- 
terest, the minimum tax on tax preference income, the im- 
pact of tax preference items on the maximum tax on earned 
income, and any other tax information deemed material in 
the particular offering. 


13. GLOSSARY 


lf terms are used in the prospectus that are technical in 
nature or are susceptible to varying methods of computa- 
tion, e.g., acquisition fees, book value, capital contribution, 
cash flow, cash available for distribution, construction fees, 
cost of property, development fee, net worth, organization 
and offering expenses, profit, partnership management fee 
and property management fee, definitions should be provid- 
ed. For purposes of uniformity, it is suggested that these 
definitions conform to those that appear in the Rules for the 
Offer and Sale of Real Estate Programs of the Midwest 
Securities Commissioners’ Association, or that any 
variations, and the economic effect thereof, be disclosed. 


14. SUMMARY OF PARTNERSHIP AGREEMENT 


A brief summary of the material provisions of the Limited 
Partnership Agreement should be included. 


15. REPORTS TO LIMITED PARTNERS 


The registrant should identify all reports and other 
documents that will be furnished to Limited Partners as re- 
quired by the partnership's Limited Partnership Agreement 
and the undertakings to the registration statement. In par- 
ticular, registrant should disclose: (1) whether the financial 
information contained in such reports will be prepared on an 
accrual basis in accordance with generally accepted ac- 
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counting principles, with a reconciliation with respect to in- 
formation furnished to limited partners for income tax pur- 
poses; (2) whether independent certified public accountants 
will audit the financial statements to be included in the an- 
nual report; (3) whether the annual report will be provided to 
limited partners within 90 days following the close of the 
partnership's fiscal year; (4) that a detailed statement of any 
transactions with the General Partner or its affiliates, and of 
fees, commissions, compensation and other benefits paid, or 
accrued to the General Partner or its affiliates for the fiscal 
year completed, showing the amount paid or accured to 
each recipient and the services performed, will be furnished 
to each limited partner at least on an annual basis pursuant 
to the registrant’s undertaking; (5) that the information 
specified by Form 10-Q (if such report is required to be filed 
with the Commission) will be furnished to limited partners 
within 45 days after the close of each quarterly fiscal period 
pursuant to the registrant's undertaking; and (6) if the 
registrant has applied for, but not received an IRS ruling as 
to the tax status at the time of effectiveness of the registra- 
tion statement, that the registrant will promptly notify each 
limited partner, in writing, pursuant to its undertaking of the 
receipt of the ruling or of an adverse ruling or refusal to rule 
by the IRS. 


16. THE OFFERING—DESCRIPTION OF THE UNITS 


In addition to the disclosure required by the relevant items of 
Form S-1 or S-11, disclosure should be made of all restric- 
tions on transfer of the interests, including those in the 
Partnership Agreement, those imposed by state suitability 
standards or blue sky laws, and those resulting from the tax 
laws. 


17. REDEMPTION, REPURCHASE AND RIGHT OF PRE- 
SENTMENT AGREEMENTS 


There should be a discussion of any provisions in the 
partnership agreement that allow the General Partner or its 
affiliates to redeem or repurchase the offered security or that 
allow the investor to seek redemption or repurchase. The 
conditions or formulae used, e.g., purchase price less capital 
returns, should also be disclosed. Registrant should be 
careful to appropriately describe the investor's 
right—whether it be redemption, repurchase, or merely a 
right of presentment. The discussion should include the 
following factors: 


(1) That appraisals are simply estimates of value and may 
not necessarily correspond to realizable value; 


(2) The order in which redemption requests will be honored 
(post mark or other objective standard); 


(3) Whether the General Partner and its affiliates will defer 
their redemption requests until requests for redemption by 
the Limited Partner public investors have been met; 


(4) The source and amount of funds (together with any legal 
or practical limitations) available for this purpose; 


(5) The circumstances under which a later request will be 
honored, while an earlier request is still pending; 


(6) Tax consequences related to redemption; 


(7) The period of time during which a redemption request 
may be pending prior to its being granted or rejected; 


(8) Whether there is to be allocation of funds among 
partners requesting redemption in circumstances where 
redemption requests exceed funds available for this purpose. 
If so, state and briefly describe the allocation process: 


(9) Whether Limited Partners must hold an interest in the 
partnership for a specified period prior to making a redemp- 
tion request; and 


(10) A detailed statement of the procedure that must be 
followed in order to redeem or seek repurchase of the in- 
terest, including the forms that must be presented, and 
whether signature guarantees will be required. 


18. CAPITALIZATION 


Disclosure should be made in accordance with Form S-1 or 
S-11, as appropriate. 


19. PLAN OF DISTRIBUTION 


A. If there is an understanding or arrangement, whether 
written or oral, between the registrant and any broker or 
dealer, relating to the distribution of the interests, which is 
intended to be finalized after effectiveness of the registration 
statement, such understanding or arrangement should be 
disclosed. 


B. If, after the registration statement becomes effective, the 
registrant enters into any selling arrangement which calls for 
the payment of more than the usual and customary compen- 
sation, a sticker supplement (Rule 424(c)) describing such 
arrangement should be filed. 


C. If the registrant intends to pay referral or similar fees to 
any professional or other persons in connection with the dis- 
tribution of the interests, this fact should be disclosed. 


D. If the General Partner or its affiliates intend to purchase 
interests, and such interests will be included in satisfying the 
minimum offering requirements, it should be disclosed 
whether such interests are intended to be resold, and if so, 
the period of time these interests will be held prior to being 
resold. Depending on the circumstances, such interests may 
be considered to be unsold allotments under Section 4(3) of 
the Act. (See Securities Act Release 4150.) 


20. SUMMARY OF PROMOTIONAL AND SALES 
MATERIAL 


A. The sales material should present a balanced discussion 
of both risk and reward. The contents of the sales material or 
sales meetings or seminars should be consistent with the 
representations in the prospectus. 


B. A section which identifies all written sales material 
proposed to be transmitted to prospective investors orally or 
in writing should be included. The sales material should be 
appropriately identified by title and character and should be 
separately categorized either as the registrant's material or 
that of another person. If material provided by the latter is to 
be used, state the name of the author and publication and 
the date of prior publication, if any, identify any persons who 
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are quoted without being identified, and, except in the case 
of a public official document or statement, state whether or 
not the consent of the author and publication have been ob- 
tained for the use of the material as sales material. Sales 
materials include memoranda, summary descriptions, 
graphics, supplemental exhibits, media advertising, charts 
and pictures relating to the offering of the security and 
proposed to be transmitted to prospective investors. 


C. If any other material is to be used subsequent to the 
effective date, a “sticker’’ supplement (424(c) prospectus) 
should be filed to describe any such sales material. 


D. Any sales material that is intended to be furnished to in- 
vestors orally or in writing, other than that which is used for 
internal purposes of the registrant, and including all material 
‘described in paragraph B above, should be submitted to the 
staff supplementally, prior to its use. For purposes of this 
paragraph only, sales material includes all marketing 
memoranda that are sent by the General Partner or its af- 
filiates to broker/dealers or other sales personnel and may 
include material labeled “for broker dealer use only.” Staff 
comments, if any, will be promptly communicated to the 
registrant. Registrant should check with the staff before us- 
ing sale material that has been submitted to the staff. 


E. Wherever public sales meetings or seminars are to be 
employed to discuss the offering, individually or in conjunc- 
tion with other tax sheltered offerings, the staff should be 
provided, as supplemental information, copies of any written 
scripts or outlines which are prepared for use in such 
meetings a reasonable time prior to their use. 


F. Reference in sales material or at such sales meetings or 
seminars to Federal income tax treatment of the partnership 
and its investors should refer to either a ruling of the IRS or 
an opinion of counsel. Counsel should be named, his 
acknowledgement furnished supplementally with respect to 
such use, and any qualification contained in counsel's opi- 
nion should be referred to in such material by cross- 
referencing to the prospectus. Where the program has not 
sought a ruling as to the tax status (partnership) from the 
IRS and is relying on an opinion of counsel, it should be in- 
dicated that an opinion of counsel is not binding on the IRS. 
21. UNDERTAKINGS 
A. The following undertaking should be included in the 
registration statement if the securities to be registered are to 
be offered in a continuous offering over an extended period 
of time: 


The registrant undertakes (a) to file any prospectuses 
required by Section 10(a)(3) as post-effective 
amendments to the registration statement, (b) that for 
the purpose of determining any liability under the Act 
each such post-effective amendment may be deemed 
to be a new registration statement relating to the 
securities offered therein and the offering of such 
securities at that time may be deemed to be the initial 
bona fide offering thereof, (c) that all post-effective 
amendments will comply with the applicable forms, 
rules and regulations of the Commission in effect at 
the time such post-effective amendments are filed, 
and (d) to remove from registration by means of a 
post-effective amendment any of the securities being 
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registered which remain at the termination of the 
offering. 


B. The following undertaking should be included in every 
registration statement: 


The registrant undertakes to send to each limited 
partner at least on an annual basis a detailed state- 
ment of any transactions with the General Partner or 
its affiliates, and of fees, commissions, compensation 
and other benefits paid, or accrued to the General 
Partner or its affiliates for the fiscal year completed, 
showing the amount paid or accrued to each recipient 
and the services performed. 


C. The following undertaking should be included in every 
registration statement: 


The registrant undertakes to send to the limited 
partners, within 45 days after the close of each 
quarterly fiscal period, the information specified by the 
Form 10-Q, if such report is required to be filed with 
the Commission. 


D. The following undertaking relating to investment of the 
proceeds of an offering in which a material portion of the 
maximum net proceeds (allowing for reasonable reserves) is 
not committed (i.e., subject to a binding purchase agree- 
ment) to specific properties should be included in the 
registration statements: 


The registrant undertakes to file a current report on 
Form 8-K to reflect each commitment (i.e., the signing 
of a binding purchase agreement) made after the 
effective date of the offering involving the use of 10% 
or more (on a cumulative basis) of the net proceeds of 
the offering and to provide the information contained 
in such report to the Limited Partners at least once 
each quarter after the distribution period of the offer- 
ing has expired. The report to Limited Partners will 
contain the financial statements required by Item 6(b) 
of Form S-11, or, at the discretion of the registrant, a 
summary of the full financial statements with a state- 
ment that the full financial statements will be sent 
upon request. 


The registrant undertakes to file a sticker supplement 
pursuant to Rule 424(c) under the Act during the dis- 
tribution period describing each property not identified 
in the prospectus at such time as there arises a 
reasonable probability that such property will be ac- 
quired and to consolidate all such stickers into a post- 
effective amendment filed at least once every three 
months, with the information contained in such 
amendment provided simultaneously to the existing 
Limited Partners. Audited financial statements for 
properties acquired during the distribution period 
need only be filed with the post-effective amendment. 
Such sticker supplement should also disclose all com- 
pensation and fees received by the General Partner(s) 
or its affiliates in connection with any such acquisition. 


NOTE: Offers and sales of the interests may continue 
after the filing of a post-effective amendment con- 
taining information previously disclosed in sticker 
supplements to the prospectus, as long as the infor- 
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mation disclosed in a current sticker supplement ac-_ The registrant undertakes to promptly notify each 


companying the prospectus is as complete as the in- limited partner, in writing, of the receipt of the ruling 
formation contained in the post-effective amendment. or of an adverse ruling or refusal to rule by the IRS, 
and undertakes to file with the Commission a Form 8- 
E. If the registrant has applied for a ruling from the IRS as to K describing such event. 
tax status, and has not received it at the time of effec- 
tiveness: 
TABLE | 


EXAMPLE OF SUMMARY OF THE USE OF PROCEEDS SECTION 
Estimated Application of Proceeds of This Offering 


Minimum Per Maximum Per 
Dollar Amount Cent Dollar Amount Cent 


Gross Offering Proceeds ................ $ 100.00% $ 100.00% 
Public Offering Expenses: 

Underwriting Discount and Commissions 

Paltorennidte foe cr ets sree oe 
Organizational Expenses (1) 








Amount Available for investment ......... $ % $ 











Prepaid Terms and Fees Related to Purchase 

of Property (2) 

Cash Down Payment (Equity) 

Acquistion Fees (Real Estate Commissions) 
(| DEO en er eee es Sor, Fe Se eee 

Working Capital Reserve 

Proceeds INVESIEO 22.54 in ac acne 

Public Offering Expenses ................ 

Total Application of Proceeds ............ ~~ a % $ 100.00% 























The Corporate General Partner and its affiliates may receive a maximum of $( %) if the minimum dollar amount is sold 
and $ ( %) if the maximum dollar amount is sold from the sellers of the properties as Real Estate Commissions on 
purchases of properties. Real estate commissions are normally paid by the seller of a property rather than the buyer. 
However, the price of a property will generally be adjusted upward to take into account this obligation of the seller so that 
in effect the Partnership, as purchaser, will bear all or a portion of the commission in the purchase price of the property. 
The partnership also expects to pay commissions in connection with the sale of properties which will reduce the net 
proceeds to the Partnership of any such sales. 


(1) Includesa$ non-recurring organization fee to be received by the Corporate General Partner and legal, accounting, 
printing and other expenses of this offering. To the extent, if any, that expenses of the offering exceed $ __ per interest, 
the excess will be paid by 


(2) Includes prepaid interest, points, loan commitment fees and legal and other costs of acquisiton. The percentage of 
such items to be capitalized is %. 





(3) “Real Estate Commission” is defined as the total of all fees and commissions paid by any person to any person, in- 
cluding the Corporate General Partner or affiliates in connection with the selection, purchase, construction or develop- 
ment of any property by the Partnership, whether designated as real estate commission, acquisition fees, finders fees, 
selection fees, development fees, construction fees, non-recurring management fees, consulting fees or any other similar 
fees or commissions howsoever designated and howsoever treated for tax or accounting purposes. (See “Compensation 
to Managemént.” Page _.) 
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TABLE I/ 
(To be used for each prior partnership) 





Name of Partnership 


Year Year Year Year Year 
SUMMARY OF OPERATIONS - GAAP Basis* 


1. Gross Revenues $ 
1(a) Gain (Loss) on Sale of Property $ 
2. Less:' Operating Expense $ 
Interest Expense $ 
Depreciation $ 
3. NET INCOME (LOSS) - GAAP BASIS $ 
Computation To Tax Basis 
4. Less:? $ 
5. Plus:? $ 
6. TAXABLE INCOME (LOSS) $ 
Computation of Cash Generated 
7. Plus: Capitalization of Loan Fees $ 
Depreciation 
8. Less: Mortgage Reduction $ 
9. CASH GENERATED (DEFICIENCY)? ” $ 
10. Cash Distributions to Partners‘ $ 
11. CASH GENERATED (DEFICIENCY) AF- $ 
TER DISTRIBUTION (BEFORE SPECIAL 
ITEMS) 
12. Special Items® $ 
13. Cash Generated (Deficiency) after $ 
Special Items 
Tax and Distribution Data Per 
$1,000 Investment 
Federal Income Tax Deductions® 
Ordinary Income (Loss) $ 
Capital Gain (Loss) $ 
Cash Distributions to Partners* 
Investment Income $ 
Return of Capital $ 


Instruction: The foregoing tabulation should include: (a) Summary Income and Expense Data prepared on the basis of 
Generally Accepted Accounting Principles (GAAP), (b) adjustments necessary to GAAP Net Income (Loss) to compute 
Taxable Income (Loss) (c) adjustments necessary to Taxable Income to compute Cash Generated (Deficiency) and (d) Tax 
Deductions and cash distribution data both on an income and cash basis (see Guide 25, Release 33-4936). 





* Generally Accepted Accounting Principles. 


' Should include all operating and other appropriate deductions from revenues necessary to arrive at a calculation of net 
income on a GAAP basis. 


? Lines 4 and 5 should include any differences between GAAP (line 3) and Taxable Income (Loss). Detail major items and 
aggregate all others. 


3 Explain any cash deficiency (line 9). If distributions are made to partners in excess of the amount of cash generated (line 
9), appropriate disclosure should be made of the sources and amount of the funds used in making the distribution shown 
in line 10. 


*See Guide 25 of Release 33-4936. 


* All sources and uses of cash from refinancings, purchase and sales of properties, loans and other similar items not 
directly associated with partnership operations, which result in a material cash effect, should be individually disclosed in 
line 13 for those periods in which such transactions occur. 


* Any expense items challenged by IRS should be indicated in a footnote. 


7 In any interim period (fiscal quarter), subsequent to that shown above, where a deficit cash flow occurs, such deficit 
should be reflected in a note with the corresponding interim period of the preceding fiscal year. 
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APPENDIX A 
The following is published for comment: 
Undertaking 21(C) 
Section 21. Undertakings. 


(C) The following undertaking should be included in every 
registration statement: 


The registrant undertakes to provide to the limited 
partners the financial statements required by Form 
10-K for the first full fiscal year of operations of the 
partnership. 
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SECURITIES EXCHANGE ACT of 1934 
Release No. 12197/March 12, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
MIDWEST SECURITIES TRUST COMPANY (File No. SR- 
MSTC-76-3) 


The Midwest Securities Trust Company (“MSTC"’) submitted 
on March 8, 1976 a proposed rule change under Rule 19b-4 
consisting of agreements and procedures which would ex- 
pand the depository interface between MSTC and Pacific 
Securities Depository Trust Company (“PSDTC”). The inter- 
face, which currently permits book-entry movements from 
accounts in MSTC to accounts in PSDTC would be expand- 
ed to permit book-entry movements of securities from ac- 
counts in PSDTC to accounts in MSTC. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 15, 1976. In 
order to assist the Commission to determine whether to ap- 
prove the proposed rule change or institute proceedings to 
determine whether the proposed rule change should be dis- 
approved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-MSTC-76-3. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12198/March 12, 1976 


In the Matter of 


BOSTON STOCK EXCHANGE CLEARING 
CORPORATION 

53 State Street 

Boston, Massachusetts 02109 


(File No. SR-BSECC-76-1) 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
BOSTON STOCK EXCHANGE CLEARING CORPORATION 
AND ORDER APPROVING PROPOSED RULE CHANGE 


The Boston Stock Exchange Clearing Corporation 
(“BSECC”) filed with the Commission on January 27, 1976, 
a proposed rule change under Rule 19b-4 setting forth the 
procedures for the implementation of its mark-to-market 
requirement. According to the BSECC, the purpose of the 
proposed rule change is to protect clearing members of 
BSECC from losses resulting from failure to settle trades 
made upon the Boston Stock Exchange having a contract 
price of $250,000 or less. Letters dated February 2, and 
March 9, 1976 from BSECC to the Commission amending 
the submission were incorporated in the BSECC submission 
and included in File No. SR-BSECC-76-1. The BSECC has 
requested that the proposed rule change be put into effect 
summarily pursuant to Section 19(b)(3)(B) of the Securities 
Exchange Act of 1934. 


It appears to the Commission that summary effectiveness of 
the above-mentioned proposed rule change is necessary for 
the protection of investors, the maintenance of fair and 
orderly markets, and the safeguarding of securities and 
funds. Specifically, the rule change decreases the risk of loss 
arising from failure to settle securities transactions occurring 
on the Boston Stock Exchange. 


At any time within sixty days of the filing of such proposed 
rule change as amended, the Commission may summarily 
abrogate such rule change if it appears to the Commission 
that such action is necessary or appropriate in the public in- 
terest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange Act 
of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 22, 1976. 
interested persons are invited to submit written data, views 
and arguments concerning the submission within 21 days 
from the date of publication in the Federa/ Register. Persons 
desiring to make written submissions should file six copies 
thereof with the Secretary of the Commission, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to File 
No. SR-BSECC-76-1. 


Copies of the submission and of all written comments will be 
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available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


IT IS THEREFORE ORDERED, pursuant to Section 
19(b)(3)(B) of the Act that the above-mentioned rule change 
be, and it hereby is, effective. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12199/March 12, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
TAD DEPOSITORY CORPORATION (File No. SR-TAD-76-1) 


The TAD Depository Corporation submitted on March 8, 
1976, a proposed rule change under Rule 19b-4 to amend 
its fee schedule. 


The foregoing rule change has become effective, pursuant to 
Section 19(b)(3)(A) of the Securities Exchange Act of 1934. 
At any time within sixty days of the filing of such proposed 
rule change, the Commission may summarily abrogate such 
rule change if it appears to the Commission that such action 
is necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 15, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 21 days 
from the date of publication in the Federa/ Register. Persons 
desiring to make written submissions should file six copies 
thereof with the Secretary of the Commission, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to File 
No. SR-TAD-76-1. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission's Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12200/March 12, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
AMERICAN STOCK EXCHANGE, INC. 


File No. SR-AMEX-76-10 


The American Stock Exchange, Inc. ("Amex") submitted a 
proposed rule change under Rule 19b-4 under the Securities 
Exchange Act of 1934 (the “Act’’) on March 11, 1976, to 
conform existing rules of the Amex, concerning the ability of 
members to effect off-board transactions in Amex-listed 
securities, to the substantive provisions of Rule 19c-1 under 
the Act. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 15, 1976. In 
order to assist the Commission to determine whether to ap- 
prove the proposed rule change or institute proceedings to 
determine whether the proposed rule change should be dis- 
approved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 15 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, 500 North 
Capital Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-AMEX-76-10. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the Amex. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12201/March 12, 1976 


In the Matter of 


THE NEW YORK STOCK EXCHANGE, INC. 
Eleven Wall Street 
New York, New York 10005 


(SR-NYSE-76-4) 


ORDER APPROVING PROPOSED RULE CHANGE 


On February 2, 1976, the New York Stock Exchange, Inc. 
("NYSE") filed with the Commission, pursuant to Section 
19(b) of the Securities Exchange Act of 1934, as amended 
by the Securities Acts Amendments of 1975, (the ‘Act’’) 
and Rule 19b-4 thereunder, copies of a proposed rule 
change. 


Notice of the proposed rule was given by publication of a 
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Commission release (Securities Exchange Act Release No. 
12069 (February 4, 1976)), and notice together with the 
terms of substance of the proposed rule change was given 
by publication in the Federal Register (41 Fed. Reg. 5874) 
(February 10, 1974)). 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities ex- 
changes, and in particular, the requirements of Section 6 of 
the Act and the rules and regulations thereunder. 


IT iS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the above-mentioned proposed rule change 
be, and it hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12202/March 12, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
AMERICAN STOCK EXCHANGE, INC. File No. SR-Amex- 
76-9. 


The American Stock Exchange, Inc. (“Amex”), submitted on 
March 8, 1976, a proposed rule change under Rule 19b-4 to 
amend Amex Rule 7 pursuant to paragraph (a)(2) of Rule 
10a-1 under the Securities Exchange Act of 1934. The 
proposed rule change would require that the permissibility of 
short sales effected on the Amex be governed by application 
of the ‘tick test’’ to the last sale on the Amex, instead of the 
last sale reported in the consolidated transaction reporting 
system. 


Publication of the submission is expected in the Federa/ 
Register during the week of March 15, 1976. In order to 
assist the Commission to determine whether to approve the 
proposed rule change or institute proceedings to determine 
whether the proposed rule change should be disapproved, 
interested persons are invited to submit written data, views 
and arguments concerning the submission within 30 days 
from the date of publication in the Federa/ Register. Persons 
desiring to make written submissions should file six copies 
thereof with the Secretary of the Commission, Securities 
and Exchange Commission, 500 North Capito! Street, 
Washington, D.C. 20549. Reference should be made to File 
No. SR-Amex-76-9. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission's Public Reference Room 6101, 1100 L Street, 
N.W., Washington, D.C. Copies of the filing will also be 
available at the principal office of the above mentioned self- 
regulator organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12203/March 15, 1975 


SEE 


SECURITIES ACT OF 1933 
Release No. 5689/March 15, 1976 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12204/March 15, 1976 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9202/March 15, 1976 


INVESTMENT ADVISERS ACT OF 1940 
Release No. 504/March 15, 1976 


Admin. Proc. File No. 3-4618 

In the Matter of 

J. L. SCHIFFMAN & CO., INC. 
(8-15638) 

15 Exchange Place 

Jersey City, New Jersey 07302 


ROBERT SCHIFFMAN 


IRVING BRENNER 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these proceedings under the Securities Exchange Act, 
Investment Company Act and Investment Advisers Act, 
Repondents J. L. Schiffman & Co., Inc., Robert Schiffman 
and Irving Brenner, without admitting or denying the 
allegations in the order for proceedings, have submitted 
offers of settlement which the Commission has determined 
to accept. 


On the basis of the order for proceedings and the offers of 
settlement, it is found that J. L. Schiffman & Co., inc., Robert 
Schiffman and Irving Brenner willfully aided and abetted 
violations of Section 17(a) of the Investment Company Act, 
and that it is in the public interest to impose the sanctions 
specified in the offers of settlement.’ 


Accordingly, IT 1S ORDERED that: 


(1) The registration as a broker-dealer of J. L. Schiff- 





' The findings herein are not binding on any other respon- 
dent named in these proceedings. 
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man & Co., Inc., be and hereby is suspended for a 
period of 30 days provided that, during the 30 day 
period of suspension, J. L. Schiffman & Co., Inc. (i) 
may execute unsolicited brokerage transactions for ex- 
isting retail customers and (ii) may continue to submit 





Washington, D.C. Copies of the filing will also be available at w 
the principal office of the above-mentioned self-regulatory a e 


organization. 


For the Commission by the Division of Market Regulation, 


quotations to The National Daily Quotation Service 
and engage in principal transactions as a market 
maker with respect to such securities as have been ap- 
proved by this Commission's staff, such sanction to 
become effective at the opening of business on the 
second Monday after the date of this order; 


(2) Robert Schiffman be and hereby is suspended 
from association in any capacity with any broker or 
dealer for a period of 30 days, effective at the opening 
of business on the second Monday after the date of 
this order, and 


(3) Irving Brenner be and hereby is suspended from 
association in any capacity with any broker or dealer 
for a period of 30 days effective at the opening of 
business 30 days after the second Monday after the 
date of this order. 


For the Commission by its Secretary pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12205/March 15, 1976 


NOTICE OF FILING OR PROPOSED RULE CHANGE BY 
NEW YORK STOCK EXCHANGE, INC. File No. SR-NYSE- 
76-16 


The New York Stock Exchange submitted on March 11, 
1976 a proposed rule change under Rule 19b-4 to permit its 
members, without Exchange approval, to share un- 
segregated office space and other expenses with non- 
securities organizations or individuals and to share 
segregated office space with non-members in a securities or 
commodities business. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 15, 1976. In 
order to assist the Commission to determine whether to ap- 
prove the proposed rule change or institute proceedings to 
determine whether the proposed rule change should be dis- 
approved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capito! Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-NYSE-76-16. 


Copies of the submission and of ali written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
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pursuant to delegated authority. 


George A. Fitzsimmons 





Secretary te 
SECURITIES EXCHANGE ACT OF 1934 ie 
Release No. 12206/March 15, 1976 . 
in the Matter of 
CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 
LaSalle at Jackson 
Chicago, Illinois 60604 «| 
(SR-CBOE-76-4) 
NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED AND ORDER APPROVING PROPOSED 
RULE CHANGE @ 


Pursuant to Section 19(b)(1) of the Securities Exchange Act 
of 1934, 15 U.S.C. 78(s)(b)(1) (the “Act’’) as amended by 
Pub. L. No. 94-29, §16 (June 4, 1975), notice is hereby 
given that on February 17, 1976, and February 26, 1976, 
respectively, the Chicago Board Options Exchange, Incor- 
porated (“CBOE”), a national securities exchange registered 
with the Commission pursuant to Section 6 of the Act, filed 
with the Commission a proposed rule change and an amend- 
ment thereto. (Such proposed rule change, as amended, is 
hereinafter referred to as the ‘Proposed Rule Change”’.) The 
Proposed Rule Change is to add a new Rule 2.9 and to 
revise Chapter XIX of CBOE’s rules (captioned “Hearings 
and Review’) by amending Rules 19.1 and 19.2, deleting 
Rules 19.3, 19.4 and 19.5 and substituting therefor new 
Rules 19.3, 19.4 and 19.5, and adding new Rule 19.6, said 
Rules 19.1 through 19.6 together comprising revised 
Chapter XIX. 


The purpose of the Proposed Rule Change is to establish an 
“Appeals Committee’’ and to set forth the procedures 
whereby persons aggrieved by Exchange action (other than 
disciplinary action for which there is a separate review 
procedure, and other than action of the Arbitration Com- 
mittee, from which there is no review) may apply for an op- 
portunity to be heard and have such action reviewed. 


Proposed Rule 2.9 would establish the Appeais Committee 
as a standing committee of the Exchange. Proposed Rule 
19.1 provides, in essence, that ‘‘persons aggrieved” in- 
cludes, but is not limited to, those persons or organizations 
who have been denied membership, barred from becoming 
associated with a member, or prohibited or limited with 
respect to Exchange services, or the services of any ex- 
change member, by Exchange action taken pursuant to any 
contractual arrangement, the Constitution or the Rules of 
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the Exchange. A proposed interpretation thereof provides 
that, for purposes of Chapter XIX, ‘‘persons aggrieved” 
covers only those persons aggrieved in an economic sense. 
Proposed Rule 19.2 sets forth the procedure whereby an 
aggrieved person is to submit to the Exchange an applica- 
tion for a hearing and review. Proposed Rule 19.3 sets forth 
the procedure for establishing a hearing panel and the 
procedure to be followed prior to the hearing. Proposed Rule 
19.3 also provides that a record of the proceedings shall be 
kept. Proposed Rule 19.4 sets forth the procedure to be 
followed during the hearing, and also sets forth the 
procedure whereby third parties may intervene in the 
proceedings. Proposed Rule 19.4 also provides that the 
decision of the Appeals Committee panel shall be in writing, 
shall be sent to the parties to the proceeding, and shall con- 
tain the reasons supporting the conclusions of the panel. 
Proposed Rule 19.5 provides for review by the CBOE Board 
of Directors of the decision of the Appeals Committee. 
Proposed Rule 19.6 contains provisions relating to service of 
notice and to extension of certain time limits set forth in 
Chapter XIX. 


Publication of the Proposed Rule Change is expected to be 
made in the Federa/ Register during the week of March 15, 
1976. Interested persons are invited to submit written data, 
views and arguments concerning the Proposed Rule 
Change. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-CBOE-76-4. 


The Commission is directed under Section 19(b)(2) of the 
Act to approve a proposed rule change of a self-regulatory 
organization if it finds it to be consistent with the re- 
quirements of the Act and the rules and regulations 
thereunder applicable to such organization. The Commission 
finds that the Proposed Rule Change is consistent with the 
requirements of the Act and the rules and regulations 
thereunder applicable to national securities exchanges in- 
cluding the requirements of Section 6 and the rules and 
regulations thereunder. In particular, Section 6(d)(2) of the 
Act requires that ‘[in] any proceeding by a_ national 
securities exchange to determine whether a person shall be 
denied membership, barred from becoming associated with 
a member, or prohibited or limited with respect to access to 
services offered by the exchange or a member thereof... , 
the exchange shall notify such person of, and give him an 
opportunity to be heard upon, the specific grounds for 
denial, bar, or prohibition or limitation under consideration 
and keep a record. A determination by the exchange to deny 
membership, bar a person from becoming associated with a 
member, or prohibit or limit a person with respect to access 
to services offered by the exchange or a member thereof 
shall be supported by a statement setting forth the specific 
grounds on which the denial, bar or prohibition or limitation 
is based.’’ CBOE has stated that the proposed amendments 
and new rules that comprise the Proposed Rule Change 
comport with the requirements of Section 6(d)(2) by making 
clear that membership applicants as well as members may 
avail themselves of the appeals provisions in Chapter XIX of 
CBOE's rules. providing that a record be kept of hearings 
before the Appeals Committee, and requiring that the 
Appeals Committee set forth the specific grounds upon 
which its decision is made. Furthermore, according to CBOE, 
several procedural amendments contained in the Proposed 


Rule Change would render more efficient CBOE’s internal 
appeals procedure. 


Because adoption of the Proposed Rule Change would im- 
prove the efficiency of CBOE’s appeals procedure and con- 
form such procedure to the requirements of Section 6(d)(2) 
of the Act, the Commission deems it necessary and 
desirable to take immediate action thereon. 


To permit establishment of CBOE’s Apeals Committee, to 
facilitate implementation of certain procedures called for un- 
der Section 6(d)(2) of the Act, and for other reasons stated 
above, the Commission finds good cause for approving the 
Proposed Rule Change prior to the thirtieth day after the 
date of publication of notice of the filing thereof. 


iT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the Proposed Rule Change be, and it 
hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12207/March 15, 1976 


Admin. Proc. File No. 3-4509 
In the Matter of 


ARTHUR SILVER 
9620 Highland Gorge Drive 
Beverly Hills, California 


ORDER DISCONTINUING PROCEEDINGS 


Stating that it has been unable to serve Arthur Silver, the 
Commission's Division of Enforcement moves to discontinue 
the proceedings with respect to him. 


Accordingly, IT |S ORDERED that these proceedings be, and 
they hereby are, discontinued as to Arthur Silver, and it is 
further 


ORDERED that such discontinuance be without prejudice to 
the institution of other proceedings against Arthur Silver 
founded on the allegations in the order for proceedings. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12208/March 15, 1976 


ADMINISTRATIVE PROCEEDING 
FILE NO. 3-4718 


In the Matter of 


EDMOND L. BROWN 
6325 Bandera Street 
Dallas, Texas 


ORVILLE G. ALLEN 
6128 Prestondale Drive 
Dallas, Texas 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


In these broker-dealer proceedings under the Securities Ex- 
change Act, Edmond L. Brown and Orville G. Allen, former 
officers and directors of the former broker-dealer firm of 
Brown, Allen, Rose & Company, have submitted an offer of 
settlement, without admitting or denying the allegations in 
the order for proceedings, which the Commission has deter- 
mined to accept. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that Edmond L. Brown and Orville G. 
Allen willfully aided and abetted violations of Section 10(b) 
of the Securities Exchange Act and Rule 10b-6 thereunder, 
and that it is in the public interest to impose the sanctions 
specified in the offer of settlement. 


Accordingly, IT IS ORDERED that: 


Edmond L. Brown and Orville G. Allen be, and hereby are 
effective at the opening of business on the second Monday 
after the date of this order, barred from association with any 
broker or dealer in any capacity other than as a supervised 
employee in a non-supervisory position, and barred from 
employment by or with any broker-dealer, except their pre- 
sent employer, unless such broker-dealer is either a member 
of the New York Stock Exchange or the American Stock Ex- 
change or a member of the National Association of 
Securities Dealers, Inc. (“NASD”) and/or any predecessor 
thereof has been a member of the NASD for three years and 
the principals of such member of the NASD have combined 
experience as principals of no less than five (5) years: 
provided, however, that each may apply to become 
associated with any broker or dealer in any capacity after the 
expiration of two years from the date of this order. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12209/March 16, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
198/SEC DOCKET 


MIDWEST STOCK EXCHANGE, INC. 
File No. SR-MSE-76.5 


The Midwest Stock Exchange, Inc. (“MSE”) submitted a 
proposed rule change under Rule 19b-4 under the Securities 
Exchange Act of 1934 (the “Act’) on March 15, 1976, to 
conform existing rules of the MSE, concerning the ability of 
members to effect off-board transactions in MSE-listed 
securities, to the substantive provisions of Rule 19c-1 under 
the Act. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 22, 1976. In 
order to assist the Commission to determine whether to ap- 
prove the proposed rule change or institute proceedings to 
determine whether the proposed rule change should be dis- 
approved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 15 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-MSE-76-5. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the MSE. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12210/March 16, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
NEW YORK STOCK EXCHANGE, INC. File No. SR-NYSE- 
76-18 


The New York Stock Exchange, Inc. submitted on March 15, 
1976 a proposed rule change under Rule 19b-4 to set rates 
for utilization of the Exchange’s Automated Bond System. 


The foregoing rule change has become effective, pursuant to 
Section 19(b)(3)(A) of the Securities Exchange Act of 1934. 
At any time within sixty days of the filing of such proposed 
rule change, the Commission may summarily abrogate such 
rule change if it appears to the Commission that such action 
is necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 22, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 30 days 
from the date of publication in the Federal Register. Persons 
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desiring to make written submissions should file six copies 
thereof with the Secretary of the Commission, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to File 
No. SR-NYSE-76-18. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission's Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12211/March 16, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
THE NEW YORK STOCK EXCHANGE, INC. File No. 
SR-NYSE-76-15 


The New York Stock Exchange, Inc. submitted on February 
26, 1976, a rule change under Rule 19b-4 amending the 
fees charged for the computer inputting of last sale data 
and bid-asked data. The text of the rule change is as 
follows:) 


|. Statement of the Terms of Substance of the 
Proposed Rule Change. 


A. FEES FOR COMPUTER INPUT: CURRENT LAST 
SALE DATA 


Charges for computer input of current last sale 
data are comprised of: 


- An access charge, where applicable 

- Charges per each program classification used at 
each location 

- Special charges where applicable 


All charges apply to the beneficial users even though 
the actual programs may reside in service bureau 
or vendor computers. 


1. ACCESS CHARGE 


Users of Current Last Sale Computer Input service 
will be charged a single data-base information 
access charge at the highest rate applicable of the 
following: 
access Method Monthly Charge 
1. Via the High Speed Line whether 

accessed directly, or indirectly with- 

out significant reprocessing under 


approved arrangements ......... $7.50 


2. Via an approved data-base inter- 
face arrangement between a data- 
based vendor and a recipient, 
where the vendor has significantly 
reprocessed the data for the re- 
cipient, whether transmitted con- 
tinuously or upon request ....... 
(Note: This access charge is not 
applicable when only Class C 
operations control programs are 
performed, as described below.) 


$375 


3. Via low speed ticker ......... 
(Note: Although no access charge 
is applicable to low speed ticker 
input, connections via the ticker 
network are subject to network 
charges billable at “Ticker Display” 
rates per the “Communications 
Services Department Schedule of 
Exchange Charges Effective Janu- 
ary 1, 1975”, or subsequent re- 
visions. No network charge applies 
if the connection is made at the 
NYSE facilities at 11 Wall Street, 
New York City.) 


No Charge 


2. PROGRAM CLASSIFICATION CHARGES 


Five broad classifications of computer programs 
utilizing last sale data have been established. 
Users of Current Last Sale Computer Input service 
will be charged for each classification utilized at 
each location. 


Monthly Charge 
(Per Class, 
Per Location) 


Rate Classes 


CLASS A refers to the non- 
analytical reformatting of data-base 
information for the purpose of 
servicing interrogation devices by 
a) responding to specific inquiries 
for last sale prices or associated 
data or b) reporting as they occur 
changes in last sale prices or as- 
sociated data for a limited number 
of stocks orbonds ............. 
(Note: Although no program classi- 
fication charge is applicable to 
Class A, standard subscriber de- 
vice charges apply per the “‘Inter- 
rogation Unit” section of the 
“Communications Services Depart- 
ment Schedule of Exchange Charges 
Effective January 1, 1975”, or 
subsequent revisions.) 


No Charge 


CLASS 8B refers to the compilation 
and dissemination of stock tables 
by press associations for news- 
paper plirposes 05 fs 28 Cabs [$500] $500 
CLASS C refers to operations con- 
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trol programs designed for mon- 
itoring and surveillance purposes, 
order/report price validation, limit 
order switching, order status check- 
out and related activities ........ [$500] $500 
CLASS D refers to analysis pro- 

grams leading to purchase/sales 

or other trading decisions, e.g., 

arbitrage. programs and _ options 

BORINSIS «Asta. hasan. ces {$500] $5000 
(Note: Standard analysis programs, 

offered by a vendor to all users 

equally, result in a charge to the 

vendor. Programs having elements 

unique to users result in charges 

to the users.) 


CLASS E refers to market making 
programs which generate quota- 
tions or execute transactions in 
an automatic or semi-automatic 
PARROT oc. aks aS e anaes $3000 


NOTE: Any and all other uses of current last sale 
data for computer input are prohibited prior to appro- 
priate request, classification and rate determination. 


3. SPECIAL CHARGES 


All charges above are for standard equipment, circuit, 
installation and data arrangements. Additional 
charges, generally on a cost recovery basis, will 
apply to special arrangements. 


B. FEES FOR COMPUTER INPUT: CURRENT 8/D 
ASKED DATA 


Charges for computer input of current bid-asked 
data are comprised of: 


- An access charge, where applicable. 

- Charges per each program classification used at 
each location. 

- Special charges, where applicable. 


All charges apply to the beneficial users even though 
the actual programs may reside in service bureau 
or vendor computers. 


1. ACCESS CHARGE 


Users of Current Bid-Asked Computer Input service 
will be charged a single data-base information 
access charge of the highest rate applicable of the 
following: 
Access Method Monthly Charge 
1. Via a high speed line whether 

accessed directly, or indirectly with- 

out significant reprocessing under 

approved arrangements ......... $750* 
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2. Via an approved data-base 
interface arrangement between 
a data-base vendor and a re- 
cipient, where the vendor has 
significantly reprocessed the data 
for the recipient, whether trans- 
mitted continuously or upon 
reqiest’. Ss ae Par iemen $375 
(Note: This access charge is not 
applicable when only Class C 
operations control programs are per- 
formed, as described below). 


3. Via alow speed ticker........ 
(Note: This connection is made at 
the NYSE facilities at 11 Wall 
Street, New York City.) 


No Charge 


"Future: Until implementation of a 
high speed line, charges under 
Access Method #2 will not be 
applied either. 


2. PROGRAM CLASSIFICATION CHARGES 


Five broad classifications of computer programs utiliz- 
ing bid-asked data have been established. Users 
of Current Bid-Asked Computer Input service will 
be charged for each classification utilized at each 
location. When Current Bid-Asked Computer Input 
service is paired with Current Last Sale Computer 
Input service in Classes B, C, and E, a one-third 
“common usage rate” applies as indicated. 


Monthly Charge 
(Per Class, 
Per Location) 


Rate Classes 


CLASS A refers to the nonalytical 
reformatting of data-base informa- 
tion for the purpose of servicing 
interrogation devices by a) re- 
sponding to specific inquiries for 
bid-asked prices or associated 
data or b) reporting as they occur 
changes in bid-asked prices or as- 
sociated data for a limited number 
of stocks orbends ............. 
(Note: Although no program classi- 
fication charge is applicable to 
Class A, standard subscriber de- 
vice charges apply per the ‘‘Inter- 
rogation Unit’ section of the 
“Communications Services Depart- 
ment Schedule of Exchange Charges 
Effective January 1, 1975”, or sub- 
sequent revisions.) 


No Charge 


CLASS B refers to the compilation 
and dissemination of stock tables 
by press associations for news- 
HADSLPULOGEES....o.c...caecen sree $500 
(When paired with Current Last 
Sale Computer Input Service) .... (166) 


CLASS C refers to operations con- 
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trol programs designed for mon- 
itoring and surveillance purposes, 
order/report price validation, limit 
order switching, order status check- 
out and related activities ........ 
(When paired with Current Last 
Sale Computer Input service) 


$500 
(166) 


CLASS D refers to analysis pro- 
grams leading to purchase/sales 
or other trading decisions, e.g., 
arbitrage programs and options 
GEAIVGIS re. 35 xb cac tee 
(Note: Standard analysis programs, 
offered by a vendor to all users 
equally, result in a charge to the 
vendor. Programs having elements 
unique to users result in charges 
to the users.) 


$500 


CLASS E refers to market making 
programs which generate quota- 
tions or execute transactions in 
an automatic or semi-automatic 
IAD. «5.2680 ar canter ase 
(When paired with Current Last 
Sale Computer Input service) ..... 


$3000 


(1000) 


se * 


Note: Any and all other uses of current bid-asked data 
for computer input are prohibited prior to appropriate 
request, classification and rate determination. 


3. SPECIAL CHARGES 


All charges above are for standard equipment, circuit, 
installation and data arrangements. Additional 
charges, generally on a cost recovery basis, will apply 
to special arrangements. 


On April 30, 1976, when Phase II of the consolidated tran- 
saction reporting system becomes effective pursuant to 
Securities Exchange Act Release No. 12138 the fees charg- 
ed for the computer inputting of last sale data will be charg- 
ed by the Consolidated Tape Association for the receipt of 
consolidated last sale reports.’ 


The foregoing rule change has become effective, pursuant to 
Section 19(b)(3)(A) of the Securities Exchange Act of 1934. 
At any time within sixty days of the filing of such proposed 
rule change, the Commission may summarily abrogate such 
rule change if it appears to the Commission that such action 
is necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 22, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 30 days 
from the date of publication in the Federa/ Register. Persons 
desiring to make written submissions should file six copies 
thereof with the Secretary of the Commission, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to File 
No. SR-NYSE-76-15. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





' Section XI(c) of the Joint Industry Plan for the operation of 
the consolidated transaction reporting system provides in 
part that: 


Charges to subscribers, Vendors and others for the 
privilege of receiving current consolidated last sale 
prices disseminated over Network A following com- 
mencement of Phase II shall initially be the same as 
the charges imposed for the privilege of receiving the 
last sale prices of NYSE disseminated over Network A 
immediately preceding the commencement of Phase 
ll. ... Such charges as in effect at the commencement 
of Phase II will be furnished to CTA and the SEC. Any 
additions, deletions or modifications in any such 
charges following the commencement of Phase Il 
shall be established by amendment to the Plan 
adopted and filed as provided in Section III(b) hereof. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12212/March 16, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
NEW YORK STOCK EXCHANGE, INC. File No. SR-NYSE- 
76-14 


The New York Stock Exchange, Inc. submitted on February 
26, 1976, a rule change under Rule 19b-4 amending the 
fees charged for last sale interrogation services. The text of 
the rule change is as follows: 


Statement of the Terms of Substance of the Proposed 
Rule Change. 

Monthly Charge for Last Sale Interrogation Device 
Services 


First Unit in an Office [$40.00] $47.00 
Each Additional Unit in an Office [$ 4.00] $ 4.70 


On April 30, 1976, when Phase II of the consolidated trans- 
action reporting system becomes effective pursuant to 
Securities Exchange Act Release No. 12138 these fees will 
be charged by the Consolidated Tape Association for the 
receipt of consolidated last sale reports.’ 


The foregoing rule change has become effective, pursuant to 
Section 19(b)(3)(A) of the Securities Exchange Act of 1934. 
At any time within sixty days of the filing of such proposed 
rule change, the Commission may summarily abrogate such 
rule change if it appears to the Commission that such action 
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is necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 22, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 30 days 
from the date of publication in the Federa/ Register. Persons 
desiring to make written submissions should file six copies 
thereof with the Secretary of the Commission, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to File 
No. SR-NYSE-76-14. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission's Public Reference Room, 1100 L Street, NW, 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





’ Section X\(c) of the Joint Industry Plan for the operation of 
the consolidated transaction reporting system provides in 
part that: 


Charges to subscribers, Vendors and others for the 
privilege of receiving current consolidated last sale 
prices disseminated over Network A following com- 
mencement of Phase I! shall initially be the same as 
the: charges imposed for the privilege of receiving the 
last sale prices of NYSE disseminated over Network A 
immediately preceding the commencement of Phase 
ll.... Such charges as in effect at the commencement 
of Phase I! will be furnished to CTA and the SEC. Any 
additions, deletions or modifications in any such 
charges following the commencement of Phase Il 
shall be established by amendment to the Plan 
adopted and filed as provided in Section III(b) hereof. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12213/March 16, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
AMERICAN STOCK EXCHANGE, INC. 


File No. SR-AMEX-76-7 


The American Stock Exchange, Inc., submitted on February 
27, 1976, a rule change under Rule 19b-4 amending the 
fees charged for last sale information. The text of the rule 
change is as follows: 


Statement of the Terms of Substance of the Proposed 
Rule Change 


202/SEC DOCKET 


The American Stock Exchange, Inc., (Amex) proposes 
to revise its fee schedule applicable to Amex last sale 
information distributed to news services and, through 
vendors, to subscribers of interrogation devices. New 
material is underscored. Material deleted is enclosed 
in [brackets]. 


Last Sale Information Monthly Charge 


(Previous Rate) (New Rate) 
(i) News Serv- 
ices [$-0O-] 
(ii) Vendors [$-0-] 
(iii) Subscribers of 
Last Sale 
Interrogation 
Device Serv- 
ice 


$250.00 
$250.00 


Per unit in an 
office [$7.75] S782 

On April 30, 1976, when Phase II of the consolidated tran- 
saction reporting system becomes effective pursuant to 
Securities Exchange Act Release No. 12138 these fees will 

be charged by the Consolidated Tape Association for the 
receipt of consolidated last sale reports.' 


The foregoing rule change has become effective, pursuant to 
Section 19(b)(3)(A) of the Securities Exchange Act of 1934. 
At any time within sixty days of the filing of such rule 
change, the Commission may summarily abrogate such rule 
change if it appears to the Commission that such action is 
necessary or appropriate in the public interest, for the 
protection of investors, or otherwise in furtherance of the 
purposes of the Securities Exchange Act of 1934. 


Publication of the submission is expected to be made in.the 
Federal Register during the week of March 22, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 30 days 
from the date of publication in the Federa/ Register. Persons 
desiring to make written submissions should file six copies 
thereof with the Secretary of the Commission, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D. C. 20549. Reference should be made to File 
No. SR-AMEX-76-7. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N. W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





' Section XI(c) of the Joint Industry Plan for operation of the 
consolidated transaction reporting system provides in part 
that: 
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Charges to subscribers, Vendors and others for the 
privilege of receiving current consolidated last sale prices 
disseminated over Network B following commencement 
of Phase II shall initially be the same as the charges im- 
posed for the privilege of receiving the last sale prices of 
Amex disseminated over Network B immediately 
preceding the commencement of Phase II. Such charges 
as in effect at the commencement of Phase II will be fur- 
nished to CTA and the SEC. Any additions, deletions or 
modifications in any such charges following the com- 
mencement of Phase II shall be established by amend- 
ment to the Plan adopted and filed as provided in Section 
lIl(b) hereof. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12214/March 16, 1976 


NOTICE OF ADOPTION OF RULE 17f-2, EFFECTIVE JULY 
1, 1976, PROVIDING EXEMPTIONS FROM THE 
FINGERPRINTING REQUIREMENTS OF SECTION 17(f)(2) 
OF THE SECURITIES EXCHANGE ACT OF 1934, AS 
AMENDED, AND EXTENSION OF TEMPORARY RULE 17f- 
2(T), EXEMPTING ALL PERSONS FROM THE 
REQUIREMENTS OF SECTION 17(f)(2), UNTIL JULY 1, 
1976. 


The Securities and Exchange Commission today announced 
the adoption of Rule 17f-2, effective July 1, 1976, providing 
certain exemptions from the requirement of section 17(f)(2) 
of the Securities Exchange Act of 1934 (the “Act”’) [15 
U.S.C. 78a et seq., as amended by Pub.L.No. 94-29 (June 4, 
1975)] that every member of a national securities exchange, 
broker, dealer, registered transfer agent, and registered 
clearing agency require each of its partners, directors, of- 
ficers, and employees to be fingerprinted and to submit, or 
cause to be submitted, such fingerprints to the Attorney 
General of the United States for identification and ap- 
propriate processing. The Commission also extended from 
April 1, 1976 until July 1, 1976 the effectiveness of Tem- 
porary Rule 17f-2(T), exempting all persons from the re- 
quirements of section 17(f)(2).' 


Background 


Losses due to missing, stolen, counterfeit and lost securities 
have become a substantial problem in recent years. 
Congressional inquiries ? and Commission analysis in the 
Study of Unsafe and Unsound Practices of Brokers and 
Dealers * indicated that one of the factors contributing to the 
increase in securities thefts was the inability to identify 
security risk employees. 





'The Commission on November 26, 1975, issued Securities 
Exchange Act Release No. 11872, announcing the adoption 
of Temporary Rule 17f-2(T), giving notice of proposed Rule 
17f-2 and soliciting comment thereon. 


? Organized Crime - Stolen Securities, Hearings Before the 
Permanent Subcommittee on Investigations, Senate Com- 
mittee on Government Operations, 92nd Cong., 1st Sess. 
(1971); 93rd Cong., 1st Sess. (1973); 93rd Cong., 2d Sess. 
(1974). 


Section 17(f)(2) of the Securities Acts Amendments of 
1975 provides that every member of a national securities 
exchange, broker, dealer, registered transfer agent, and 
registered clearing agency shall require that each of its 
partners, directors, officers, and employees be fingerprinted 
and shall submit such fingerprints, or cause the same to be 
submitted, to the Attorney General of the United States for 
identification and appropriate processing. 


The statute further provides that the Commission, by rule, 
may exempt from the provisions of this section upon 
specified terms, conditions, and periods, any class of 
partners, directors, officers, or employees of any such 
member, broker, dealer, transfer agent, or clearing agency, if 
the Commission finds that such action is not inconsistent 
with the public interest or the protection of investors. 


Extension of Temporary Rule 17f-2(T) until July 1, 1976 


Temporary Rule 17f-2(T), as revised, extends an exemption 
for all persons required to be fingerprinted pursuant to sec- 
tion 17(f)(2) of the Act from April 1, 1976 until July 1, 
1976, and is effective immediately. After reviewing com- 
ments from interested members of the public, the Commis- 
sion has determined that the agencies responsible for the 
implementation of the rule and the entities subject to its re- 
quirements need additional time in order to establish 
procedures to carry out the mandate of section 17(f)(2). The 
Commission finds, in accordance with the Administrative 
Procedure Act [5 U.S.C. 553(b)(3)(B)], that Temporary Rule 
17f-2(T) provides the Attorney General and those persons 
affected by the adoption of section 17(f)(2) with an essential 
transitional period during which appropriate programs may 
be developed, that notice and public procedure are therefore 
unnecessary as a prerequisite to the adoption of such rule, 
and that the rule should be adopted, effective immediately, 
in accordance with the Administrative Procedure Act [5 
U.S.C. 553(d)(3)]. The Commission further finds that the 
adoption of Temporary Rule 17f-2(T) is not inconsistent with 
the public interest or the protection of investors. 


Adoption of Rule 17f-2 


After consideration of the public comments, the Commission 
has adopted, with certain modifications, proposed Rule 17f- 
2 under the Securities Exchange Act of 1934. 


Paragraph (a) 


Rule 17f-2 provides that every partner, director, officer, and 
employee of a member of a national securities exchange, 
broker, dealer, registered transfer agent and registered clear- 
ing agency shall be fingerprinted and shall submit, or have 
submitted, said fingerprints to the Attorney General of the 
United States for identification and appropriate processing, 
with certain stated exceptions. Persons who are not in any 
manner engaged in the sale of securities, who do not have 
access to the handling or processing of securities or monies 
or original books and records relating thereto, and who have 
no direct supervisory responsibility over persons engaged in 





3 Study of Unsafe and Unsound Practices of Brokers and 
Dealers, Report and Recommendations of the Securities and 
Exchange Commission (pursuant to Section 11(h) of the 
Securities Investor Protection Act of 1970), December 
1970. 
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the activities enumerated above are exempt from finger- 
printing by the provisions of paragraph (a). It is con- 
templated that persons not exempt from the rule will be 
fingerprinted and have such fingerprints submitted to the At- 
torney General prior to or within a reasonable time after the 
commencement of employment. 


While the Commission favors fingerprinting all persons 
whose activities place them within the contemplation of the 
rule, it recognizes the impracticality of imposing such a re- 
quirement at this time with respect to temporary employees 
and other persons who work in an organization subject to 
the rule, but are employed and provided by outside agencies. 
Accordingly, temporary employees will not be required to be 
fingerprinted.* 





4The Commission will answer interpretive requests with 
respect to the status of any such personnel and will issue 
further policy statements regarding applicable fingerprinting 
requirements as may appear necessary as the fingerprinting 
program progresses. 


Text of Temporary Rule 17f-2(T) 


Every person who is a partner, director, officer or employee 
of a member of a national securities exchange, broker, 
dealer, registered transfer agent, or registered clearing agen- 
cy, and who is required to be fingerprinted pursuant to sec- 
tion 17(f)(2) is exempted from the provisions of said section 
until July 1, 1976. 


Text of Rule 17f-2 


(a) Every person who is a partner, director, officer or 
employee of a member of a national securities exchange, 
broker, dealer, registered transfer agent, or registered clear- 
ing agency is required to be fingerprinted and to submit, or 
cause to be submitted, such fingerprints to the Attorney 
General of the United States for identification and ap- 
propriate processing except that persons who meet all the 
conditions below shall be exempt: 


(1) who are not engaged in the sale of securities; 


(2) who do not have access to the handling or 
processing of securities or monies or original books 
and records relating thereto; and 


(3) who do not have direct supervisory responsibility 
over persons engaged in the above activities. 


Provided, that in the case of a registered transfer agent only 
those persons who engage in transfer agent activities and 
who do not meet all the conditions enumerated in sub- 
paragraphs (a)(1) through (a)(3) above are subject to the 
requirements of this paragraph. 


(b) Those persons not exempted under paragraph (a), who 
are fingerprinted pursuant to any other law, rule, or regula- 
tion of any state, the Federal government, or respective 
agencies thereof, and submit, or cause to be submitted, such 
fingerprints to the Attorney General of the United States for 
identification and appropriate processing, may satisfy the 
requirements. of paragraph (a) by compliance with such 
other law, rule, or regualtion. 
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(c) Those persons not exempted under paragraphs (a) or (b) 
may satisfy the requirements of paragraph (a) by submitting 
their fingerprints to a registered national securities exchange 
or a registered national securities association which 
forwards said fingerprints to the Attorney General for iden- 
tification and appropriate processing pursuant to a plan filed 
with the Commission by a registered national securities ex- 
change or a registered national securities association. Such 
plan shall not become effective unless the Commission, hav- 
ing due regard for the public interest and the protection of 
investors, declares the plan to be effective. Furthermore, the 
Commission, in declaring any such plan effective, may im- 
pose such terms and conditions relating to the provisions of 
the plan and the period of its effectiveness as may be 
deemed necessary or appropriate in the public interest, for 
the protection of investors, or otherwise in furtherance of the 
purposes of the Act. 


(d) Every member of a national securities exchange, broker, 
dealer, registered transfer agent, and registered clearing 
agency shall maintain, with regard to every person required 
to be fingerprinted under paragraph (a) of this rule, the 
processed fingerprint card, or other record when the card is 
not returned after processing. Such record shall state who 
rolled the fingerprints, on what date, the date the card was 
submitted to the Attorney General, and information, if any, 
received from the Attorney General as a result of this 
process, and shall be retained for a period fo three years 
after termination of employment or association of such per- 
son. Such records shall be kept in an easily accessible place 
and shall be made available to the Commission and other 
examining authority upon request. 


(e) Every member of a national securities exchange, broker, 
dealer, registered transfer agent, and registered clearing 
agency shall submit to the Commission's principal office in 
Washington, D.C. and to the regional office of the Commis- 
sion for the region in which the organization has its principal 
place of business, not later than July 1, 1976, a statement, 
to be entitled “Notice Pursuant to Rule 17f-2," of those 
classes of persons who fall within the exemptions listed in 
paragraph (a), and hence are sought to be exempted from 
the fingerprinting requirements of section 17/(f)(2) of the Act. 
Such statement shall indicate the nature of the duties per- 
formed by such classes of persons and shall describe the 
measures which the organization has employed to ensure 
that only persons complying with the requirements of this 
rule have access to the handling or processing of securities 
or monies or original books and records relating thereto. 
Classes of persons so identified shall be exempt from the 
requirements of section 17(f)(2) unless the Commission 
notifies the organization to the contrary. 


A copy of such statement shall be available for inspection by 
the Commission and other examining authority at the prin- 
cipal office of the member, broker, dealer, registered transfer 
agent, or registered clearing agency. The statement shall be 
amended whenever there is a substantial change in the 
organizational structure of the entity affecting the status of 
classes of persons who may be exempt under paragraph (a). 


(f) Every person who is a partner, director, officer, or 
employee of a member of a national securities exchange, 
broker, dealer, registered transfer agent, or registered clear- 
ing agency, and who is required to be fingerprinted pursuant 
to paragraph (a) of this rule, and who was employed by or 




















associated with such organization prior to July 1, 1976, 
shall be exempt from the provisions of paragraph (a) until 
January 1, 1977. 


(g) The Commission, upon specified terms, conditions, and 
periods, may grant exemptions to any class of partners, 
directors, officers, or employees of any member of a national 
securities exchange, broker, dealer, registered transfer 
agent, or registered clearing agency, if the Commission finds 
that such action is not inconsistent with the public interest 
or the protection of investors. 


Amendments to Rules 17a-3(a) and 17a-4(e) 


Rule 17a-3(a) is amended to add new subparagraph (13) as 
follows: 


(13) Records required to be maintained pursuant to 
Rule 17f-2, paragraph (d). 


Rule 17a-4(e) is amended to read as follows. [Additions are 
underlined): 


Every such member, broker and dealer shall maintain 
and preserve in an easily accessible place: 


(1) all records required under paragraph (a)(12) of 
Rule 17a-3 until at least three years after the 
“associated person” has terminated his employment 
and any other connection with the member, broker, or 
dealer. 


(2) all records required under paragraph (a)(13) of 
Rule 17a-3 until at least three years after the termina- 
tion of employment or association of those persons 
required by Rule 17f-2 to be fingerprinted; and all 
records required pursuant to Rule 17f(2)(e) for three 
years. 


Amendments to Rule 30-3 of Rules of General Organization 


Rule 30-3 of the Commission’s Rules of General Organiza- 
tion [17 CFR 8 200.30-3] is amended to add new sub- 
paragraph (18) as follows. [Additions are underlined]: 


§200.30-3 Delegation of authority to Director of Division of 
Market Regulation. 


Pursuant to the provisions of Public Law No. 87-592, 76 
Stat. 394 (15 U.S.C. 78d-1, 78d-2), the Securities and Ex- 
change Commission hereby delegates, until the Commission 
orders otherwise, the following functions to the Director of 
the Division of Market Regulation to be performed by him or 
under his direction by such person or persons as may be 
designated from time to time by the Chairman of the Com- 
mission: 


(a) With respect to the Securities Exchange Act of 1934 
(15 U.S.C. § 78a, et seq.): 


(18) Pursuant to Rule 17f-2 (§240.17f-2 of this 
chapter) 


(i) To disapprove a “Notice Pursuant to Rule 17f-2” 


pursuant to Rule 17f-2(e) (§240.17f-2(e) of this 
chapter. 


(ii) To grant exemptions upon specified terms, con- 
ditions and periods, for classes of persons subject to 
Rule 17f-2 pursuant to Rule 17f-2(g) (§ 240.17f-2(g) 
of this chapter). 





The exemptions provided for in Rule 17f-2 are permissive 
and not mandatory. An organization may, of course, require 
fingerprinting of any persons granted exemptions herein, as 
a matter of policy. 


It should be noted that the words “do not have access to” in 
subparagraph (a)(2) and ‘do not have direct supervisory 
responsibility over’ in subparagraph (a)(3) are given their or- 
dinary meanings and are not used in a technical sense. For 
example, an officer of a large organization which acts as its 
own transfer agent might, by virtue of his position, have 
overall responsibility for, and potential access to, his com- 
pany’s transfer functions. Unless said officer regularly or 
routinely participates in some aspect of the processing of 
securities and, directly or indirectly, has actual, physical 
access to the securities themselves, he would ordinarily 
meet the conditions of subparagraphs (a)(2) and (a)(3). A 
lack of adequate physical security may cause any exempted 
person in any entity to lose such status if he has access to 
monies, securities or records as set forth in paragraph (a). 


Changes to Paragraph (a) 


The Commission has modified proposed paragraph (a) in the 
rule as adopted in order to clarify the conditions for exemp- 
tion and transfer agent responsibilities. The rule requires that 
a person seeking an exemption meet a// the enumerated 
conditions. Since all persons, including directors, meeting 
the conditions, set forth in subparagraphs (a)(1), (a)(2) and 
(a)(3) would be exempt, subparagraph (a)(4) is unnecessary 
and has been eliminated. In order to further clarify transfer 
agent resonsibilities, the rule states that in the case of 
registered transfer agents, only those persons involved in or 
having access to transfer agent activities are subject to the 
requirements of paragraph (a). 


Paragraph (b) 


In order to avoid unnecessary duplication and to reduce ad- 
ministrative burdens, paragraph (b) exempts persons who, 
pursuant to any other law, rule, or regulation, are finger- 
printed and have their fingerprints processed by the Attorney 
General. Therefore, persons whose fingerprints are sub- 
mitted to the Attorney General through state or Federal 
agencies, or otherwise, are not expected to be refinger- 
printed in order to be in compliance with the rule. 


included herein would be employees of banks which submit 
fingerprints for identification and processing to the Federal 
Bureau of Investigation, the designated agent of the At- 
torney General for fingerprint identification. This exemption 
does not apply to situations where, as a matter of policy, the 
state or Federal agency will not disclose any information to 
the submitting entity with respect to any record of convic- 
tion or arrest resulting from processing. Additionally, this ex- 
emption is not applicable where fingerprints are submitted 
to the Attorney General in a connection other than for 
employment or association with the present employer or 
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associated organization. Consequently, persons who were 
fingerprinted for induction into the Armed Forces, for 
government employment or for employment with entities 
other than the present employer cannot claim this exemp- 
tion. 


Paragraph (c) 


The rule provides an exemption in paragraph (c) for those 
persons who submit their fingerprints to a self-regulatory 
organization which forwards the prints to the Attorney 
General pursuant to a plan filed with and approved by the 
Commission. The Commission will announce prior to July 1, 
1976, any plans which are approved pursuant to this 
paragraph. It is contemplated that persons becoming 
employed by or associated with entities subject to the rule 
after its effective date will be fingerprinted as a condition of 
employment and that persons employed by or associated 
with such entities prior to July 1, 1976, will not be finger- 
printed until after January 1, 1977 according to a schedule 
to be announced prior to that date. Such a phase-in plan will 
enhance the establishment of an efficient fingerprinting 
program and contribute to the orderly processing of the 
large numbers of persons involved. 


Paragraph (d) 


Every member of a national securities exchange, broker, 
dealer, registered transfer agent, and registered clearing 
agency is required under paragraph (d) to make and keep 
records pertaining to fingerprinting of its partners, directors, 
officers and employees required to be fingerprinted by 
paragraph (a) of this rule. 


Paragraph (e) 


Paragraph (e) of the rule provides for the submission of a 
statement to be entitled “Notice Pursuant to Rule 17f-2,” 
containing information with respect to those classes of per- 
sons which, because of the nature of the duties performed, 
the organization feels would not be required to be finger- 
printed under paragraph (a) of the rule. As to any persons 
sought to be so exempted who are employed by or 
associated with an established functional division or depart- 
ment of the organization filing the Notice, a description of 
the operations of such division or department shall be 
deemed to sufficiently identify such persons as a class and 
to describe the nature of their duties. If an entity subject to 
the provisions of this rule has no persons who meet an ex- 
emption under the rule, it must file a Notice to that effect. 


It is the duty of the organization under paragraph (e) to in- 
form the Commission, by means of an amendment to its 
submission, of any significant change in its internal structure 
which would alter the status of exempted personnel. A copy 
of the statement is required to be kept and made available 
for inspection by the Commission and other examining 
authority at the principal office of the organization. 


Paragraph (g) 


Paragraph (g) provides exemptive power to the Commission 
when the Commission finds that the granting of an exemp- 
tion is not inconsistent with the public interest or the protec- 
tion of investors. 
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Amendments to Rules 17a-3 and 17a-4 


Rules 17a-3(a) and 17a-4(e) [17 CFR 240.17a-3(a) and 
240.17a-4(e)| are also amended to address the recordkeep- 


ing and retention requirements set forth in Rule 17f-2(d) and - 


(e). 
Delegation of Authority 


Pursuant to paragraph (e) of Rule 17f-2, the Commission is 
empowered to disapprove a ‘Notice Pursuant to Rule 17f- 
2”, containing information with respect to those classes of 
persons which, because of the nature of the duties per- 
formed, the organization feels would not be required to be 
fingerprinted under paragraph (a). Pursuant to paragraph (g) 
of the rule, the Commission is authorized to exempt from its 
requirements any persons subject to the rule upon specified 
terms, conditions and periods, if the Commission finds that 
such action is not inconsistent with the public interest or the 
protection of investors. 


The Commission has amended Rule 30-3 of its Rules of 
General Organization [17 CFR § 200.30-3] to add thereon 
subparagraph (a)(18) to delegate to the Director of the Divi- 
sion of Market Regulation the authority to disapprove 
Notices filed pursuant to Rule 17f-2(e) and to grant exemp- 
tions pursuant to Rule 17f-2(g). 


These amendments to Rule 30-3 are adopted pursuant to 
sections 17(f)(2) and 23(a) of the Securities and Exchange 
Act of 1934, and sections 78d-1 and 78d-2 of Title 15 of 
the United States Code. Inasmuch as these amendments in- 
volve rules of agency organization, procedure or practice 
within the meaning of the Administrative Procedure Act [5 
U.S.C. § 553(b)(3)(A) (1970)], notice and public procedure 
are not required, and these amendments are effective im- 
mediately. 


Effective Date of Rule 17f-2 and Accompanying 
Amendments to Rules 17a-3 and 17a-4 


Paragraph (f) provides that persons who are required to be 
‘fingerprinted pursuant to Rule 17f-2 and who are employed 
by or associated with an organization prior to July 1, 1976, 
are exempt from said requirements until January 1, 1977. 
All other persons shall be fingerprinted commencing on July 
1, 1976. The amendments to Rules 17a-3 and 17a-4 will 
become effective on July 1, 1976. 


Since the modifications of the rule as proposed make the 
rule less restrictive or are technical in nature, the Commis- 
sion finds, in accordance with the Administrative Procedure 
Act, that notice and public procedure are unnecessary as a 
prerequisite to the adoption of the rule. 


Statutory Basis and Competitive Considerations 


Rule 17f-2 and accompanying amendments to Rules 17a-3 
and 17a-4 are adopted pursuant to sections 17(f)(2), 17(a) 
and 23(a) of the Securities Exchange Act of 1934. The Com- 
mission has determined that the rule and accompanying 
amendments impose no burden. on competition not 
necessary or appropriate in furtherance of the purposes of 
the Act and are not inconsistent with the public interest or 
the protection of investors. 
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Request for Comments 


The implementation of Rule 17f-2 will cause numerous per- 
sons to be fingerprinted who have previously not been sub- 
ject to such a requirement. While the Commission feels that 
the fingerprinting requirements and exemptive program 
which it has adopted is efficient in theory and satisfactory in 
substance, certain modifications may subsequently be 
necessary in order to achieve a smoother practical applica- 
tion. Therefore, comments are requested suggesting pro- 
posed amendments to Rule 17f-2. Interested persons 
should submit their comments in writing to George A. Fitz- 
simmons, Secretary, Securities and Exchange Commission, 
500 North Capitol Street, Washington, D.C. 20549. 
Comments should refer to File No. S7-605 and will be 
available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12215/March 16, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
NEW YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-76-19 


The New York Stock Exchange, Inc. (“NYSE”) submitted a 
proposed rule change under Rule 19b-4 under the Securities 
Exchange Act of 1934 (the “Act’’) on March 15, 1976, to 
conform existing rules of the NYSE, concerning the ability of 
members to effect off-board transactions in NYSE-listed 
rights and bonds to the substantive provisions of Rule 19c-1 
under the Act. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 22, 1976. In 
order to assist the Commission to determine whether to ap- 
prove the proposed rule change or institute proceedings to 
determine whether the proposed rule change should be dis- 
approved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 15 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with George A. Fitzsimmons, 
Secretary, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-NYSE-76-19. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission's Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the NYSE. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





Securities Exchange Act of 1934 
Release No. 12216/March 17, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 ("Exchange Act’’) the temporary suspension of over- 
the-counter trading for the ten day period commencing at 
9:40 a.m. (EST) on March 17, 1976 and terminating at mid- 
night (EST) on March 26, 1976 of the securities of Maritime 
Fruit Carriers Company, Ltd. (‘MFC’), an Israeli corporation 
with principal executive offices at 53, Shderot Hameginim, 
P.O. Box 1501, Haifa, Israel, and Universal Gas and Oil 
Company, Inc. (““UGO"’), a Panama corporation with prin- 
cipal executive offices at International Center, Bermudiana 
Road, Hamilton 5-31, Bermuda. 


The Commission entered the suspension of trading in the 
securities of MFC and UGO at the companies’ request 
because of the lack of accurate and adequate information 
available to the public concerning these companies’ financial 
condition and operations. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he had complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in 
Washington, D.C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question un- 
til such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12217/March 17, 1976 


NOTICE OF SECTION 12(h) 
OPPORTUNITY FOR HEARING 


APPLICATION AND 
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Peerless Weighing and Vending Machine Corporation (the 
“Applicant”) has made application for exemption under Sec- 
tion 12(h) of the Securities Exchange Act of 1934 (the 
Act’) from the provisions of Sections 13 and 14 of the Act. 


According to information filed with the Commission, the 
Applicant, which was organized pursuant to the laws of 
Delaware, became obligated to register under the Act upon 
adoption of Section 12(g) of the Act. To the best of the 
current management's knowledge, Applicant has never 
made a registered public offering of its common or preferred 
stock and its stock has never been listed on a national 
securities exchange. As of November, 1974, the Applicant 
had approximately 1,398 common stockholders and as of 
December, 1974 it owned assets with an approximate value 
of $3,201,513. 


The Applicant contends that the requested exemption 
should be granted because its large number of small com- 
mon stockholders is the result of the manner in which the 
corporation was organized rather than a registered public 
offering of stock; there is a lack of stockholder interest in the 
Company; the common stock is not actively trading; and the 
preparation and filing of the reports and the solicitation of 
proxies pursuant to the Act involve substantial and burden- 
some expenses. 


THE COMMISSION HAS GIVEN FURTHER NOTICE that 
any interested person not later than April 27, 1976, may 
submit to the Commission in writing his views or any sub- 
stantial facts bearing on this application or the desirability of 
a hearing thereon. 


Any such communication or request.should be addressed to: 
Secretary, Securities and Exchange Commission, 500 North 
Capito! Street, N.W., Washington, D.C. 20549 and should 
state briefly the nature of the interest of the person submit- 


ting such information or requesting the hearing, the reason | 


for such request, and the issues of fact and law raised by 
the application which he desires to controvert. At any time 
after said date, an order granting the application in whole or 
in part may be issued upon request or upon the Com- 
mission’s own motion. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12219/March 17, 1976 


Admin. Proc. File No. 3-4331 
In the Matter of the Application of 


ROBERT M. GARRARD 

doing business as 

ROBERT M. GARRARD & CO. 
925 North Michigan 

Saginaw, Michigan 
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For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


ORDER DISMISSING REVIEW PROCEEDINGS 
On the basis of the Commission's opinion issued this day, 


IT IS ORDERED that these review proceedings be, and they 
hereby are, dismissed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12220/March 17, 1976 


Admin. Proc. File No. 3-4561 
In the Matter of the Application of 


NORMAN H. GREEN 
10 Oceangate 
Long Beach, California 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


FINDINGS, OPINION AND ORDER DISMISSING REVIEW 
PROCEEDINGS 


REGISTERED SECURITIES ASSOCIATION — REVIEW OF 
DISCIPLINARY PROCEEDINGS 


Violation of Rules of Fair Practice 


Concealment of Purchases in Excess 
of Trading Authorization 


Where trader employed by member of registered securities 
association purchased stock in excess of his trading limit, 
and engaged in deception to prevent his action from being 
discovered, association's finding of violation affirmed, and 
bar from association with any member sustained. 


In a business that depends as heavily on candor and on 
fidelity to one’s word as the securities business, deceit is of 
the utmost seriousness. 

APPEARANCES: 


Norman H. Green, pro se. 


Lloyd J. Derrickson and Andrew McR. Barnes, for the 
National Association of Securities Dealers, Inc. 


hl 


ty g 
ay ®@ 
sy a 


‘\@ 





ey @ 





Norman H. Green, who was a trader for a member of the 
National Association of Securities Dealers, Inc. (“NASD”), 
seeks review of NASD disciplinary action. The NASD found 
that Green purchased stock in excess of his trading 
authorization and attempted to conceal that fact from his 
employer ("the firm’’). It barred Green from association with 
any NASD member.' 


The facts are undisputed. Green made two purchases, total- 
ling 2,200 shares, of Industrial Fuels Corp. stock for his 
firm's inventory. These purchases exceeded Green's trading 
limit and he had no authority to make them. 


Green made no record at all of these unauthorized 
purchases. When his firm received confirmations of the 
transactions from the seller, Green, as the trader handling 
Industrial Fuels, was questioned about the trades. He said 
that they were not his and that he would contact the seller. 
Thereafter, he falsely reported that the seller had 
acknowledged sending the confirmations by mistake. The 
firm returned the confirmations to the seller marked “DK” 
for ‘don't know.” The seller thereupon called Green, who 
stated that the trades were good and that he would 
Straighten the matter out. Ultimately, however, the truth was 
discovered.” By that time the stock’s price had fallen con- 
siderably. Green’s employer and the seller divided the loss 
between them. 


In these circumstances, the NASD’s finding that Green 
violated Article III, Section 1 of its Rules of Fair Practice 
which requires adherence to “high standards of commercial 
honor and just and equitable principles of trade,” is clearly 
correct, and we affirm it. 


Green argues that the bar imposed on him is too severe a 
sanction. He asserts, among other things, that his 
seventeen-year record as a trader is otherwise unblemished 
and that the transactions in question did not involve the 
public. But Green engaged in deliberate deception in an ef- 
fort to conceal his unauthorized transactions. In a business 
that depends as heavily on candor and on fidelity to one’s 
word as the securities business, such deceit is of the utmost 
seriousness. Hence Green's bar cannot be considered ex- 
cessive or oppressive.’ 


Accordingly, IT |S ORDERED that these review proceedings 
be, and they hereby are, dismissed. 


By the Commission (Chairman HILLS, and Commissioners 
LOOMIS, EVANS, SOMMER and POLLACK). 


George A. Fitzsimmons 
Secretary 





‘He was also censured. 
2 By then, Green had left the firm. 


3 Compare RA. J. Hayes & Company, Incorporated, 41 S.E.C. 
552 (1963). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12221/March 17, 1976 


Admin. Proc. File No. 3-4547 
In the Matter of 


JOE CAMERON O’QUINN 
Salt Lake City, Utah 


ORDER DISCONTINUING PROCEEDINGS 


Stating that it has been unable to serve Joe Cameron 
O’Quinn, the Commission's Division of Enforcement moves 
to discontinue the proceedings with respect of him. 


Accordingly, IT |S ORDERED that these proceedings be, and 
they hereby are, discontinued as to Joe Cameron O’Quinn, 
and it is further 


ORDERED that such discontinuance be without prejudice to 
the institution of other proceedings against Joe Cameron 
O’Quinn founded on the allegations in the order for 
proceedings. 


For the Commission by the Office of Opinions and Review, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12222/March 17, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5691/March 17, 1976 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12218/March 17, 1976 


Admin. Proc. File No. 3-4509 

In the Matter of 

ALBERT HOLTJE 

3447 Richmond Avenue 

Staten Island, New York 

ORDER DISMISSING PROCEEDINGS 

On motion of the Division of Enforcement and it appearing 
that proceedings were improvidently instituted with respect 


to Albert Holtje, it is 
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ORDERED that these proceedings be, and they hereby are, 
dismissed with respect to the said Albert Holtje. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12219/March 17, 1976 


Admin. Proc. File No. 3-4331 
In the Matter of the Application of 


ROBERT M. GARRARD 

doing business as 

ROBERT M. GARRARD & CO. 
925 North Michigan 

Saginaw, Michigan 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 


OPINION OF THE COMMISSION 


REGISTERED SECURITIES ASSOCIATION — REVIEW OF 
DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 


Where a sole proprietor concededly violated a registered 
securities association’s rules of fair practice by selling 
securities at unfair prices, engaging in the securities 
business at a time when he could not possibly have known 
what his net capital position was because his books and 
records were inaccurate and non-current and because 
neither monthly trial balances nor net capital computations 
were prepared, failing to liquidate customers’ purchase 
transactions within the time required by the Federal Reserve 
System’s Regulation T, doing business without written 
supervisory procedures, and charging a commission for his 
services in connection with the purchase of shares in a no- 
load mutual fund, sanctions consisting of expulsion, bar from 
association with any member as a principal, a $5,000 fine, 
and censure, sustained. 


Fines 


Where former sole proprietor whose managerial derelictions 
were grave was permitted to remain in the securities 
business in subordinate, non-proprietary capacities, 


registered securities association's decision to fine him was a 
proper exercise of its discretion under all the circumstances. 
Such fines avoid the harshness of a total bar from the in- 





dustry and have a beneficent incremental remedial effect. 
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Rationale of Remedial Sanctions 


If remedial proceedings are to be truly remedial, they must 
deter not only the particular respondent involved, but also 
others who may in the future succumb to like temptations. 


No-Load Funds 
Compensation for Arranging No-Load Purchase 
Section 22(d) of the Investment Company Act 


Registered securities association’s finding that member's 
receipt of a $10,000 sales charge for arranging a $500,000 
purchase of no-load mutual fund shares violated Section 
22(d) of the Investment Company Act, affirmed. The pay- 
ment was a superfluous sales charge, not the modest fee for 
services actually rendered that may perhaps be permissible 
in certain circumstances in certain types of no-load transac- 
tions. 


APPEARANCES: 


John W. Wolf, of Smith, Bovill, Joseph & Wolf, P.C., for 
applicant. 


Lloyd J. Derrickson and Dennis C. Hensley, for the Associa- 
tion. 


Robert M. Garrard formerly conducted an over-the-counter 
securities business in Saginaw, Michigan. Garrard, a sole 
proprietor, did business as Robert M. Garrard & Co.' The 
National Association of Securities Dealers, Inc. (“NASD”) 
has found, and Garrard concedes, that he violated the 
Association’s Rules of Fair Practice by: 


(1) Selling securities at unfair prices; 


(2) Charging a disclosed brokerage commission in addition 
to an undisclosed mark-up or mark-down in 154 separate 
transactions; 


(3) Engaging in the securities business at a time when he 
could not possibly have known what his net capital position 
was because his books and records were inaccurate and 
non-current and because neither monthly trial balances nor 
net capital computations were prepared; 


(4) Violating the Federal Reserve System's Regulation T by 
failing to liquidate customers’ purchase transactions that 
were not paid for within the time allowed by that Regula- 
tion; 


(5) Doing business without written supervisory procedures; 
and 


(6) Charging a substantial commission for his services in 
connection with the purchase of shares in a no-load mutual 





‘He was also president of a corporation called Garrard & 
Co., which did business as a broker and dealer without being 
registered as such with this Commission. See Robert Miller 
Garrard, Securities Exchange Act Release No. 10089 (April 
9, 1973), 1 SEC Docket No. 11, p. 10. 
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’ purchaser free from any such charge.” 











fund, whose shares were by definition available to the 


The NASD’s District Business Conduct Committee expelled 
Garrard from the Association, barred him from future 
association with any NASD member in any capacity, fined 
him $5,000, assessed costs against him in the sum of $566, 
and censured him. The NASD’s Board of Governors found 
the total bar imposed by the District Committee excessive. 
Hence it reduced the bar “to a bar from any future associa- 
tion with any member as a principal or in any managerial or 
supervisory capacity.” The other sanctions were affirmed. 


In this review proceeding Garrard does not challenge the 
NASD’s findings as to his violations. And since he has not 
been in business for himself for some years, his broker- 
dealer registration having been revoked with his consent,’ he 
does not complain about his expulsion from the NASD. Nor 
does he protest his exclusion from managerial or supervisory 
positions. Such protest would be pointless in view of his 
consent to our 1973 order barring him from any association 
of that character with any broker or dealer.* 


Garrard’s present quarrel with the NASD relates solely to 
the $5,000 fine it imposed on him. He considers that fine 
excessive. We cannot agree. 


Garrard’s violations were numerous and serious. His mark- 
ups were as high as 20.5%.° And his shop appears to have 
been in a state of total confusion. Hence we do not see how 
we can possibly characterize the $5,000 fine as excessive or 
oppressive. That fine is only half of the $10,000 commission 
that Garrard illicitly pocketed in the no-load transaction.® 


True, Garrard’s derelictions were in the main of a managerial 
character. It is also true that both we and the NASD have 





2 The Association concluded that this violated Section 22(d) 
of the Investment Company Act. We agree. The $10,000 
sales charge here involved was geared directly to the 
amount of the purchase. It was a superfluous sales charge, 
not the modest fee for services actually rendered that may 
perhaps be permissible in certain circumstances in certain 
types of no-load transactions. See the August 1974 Report 
of our Division of Investment Management Regulation on 
Mutual Fund Distribution and Section 22(d) of the Invest- 
ment Company Act at pp. 110-114. 


3 Robert Miller Garrard, n. 1, supra. 
* bid. 


5 Absent highly unusual circumstances of which there is no 
suggestion here, mark-ups of 10% or more are fraudulent. 
See J. A. Winston & Co., Inc., 42 S.E.C. 62, 67-70 (1964) 
and the cases collected in footnote 12 to that opinion at 
page 69 of 42 S.E.C. 


6 See n. 2, supra. Compare Carolina Securities Corporation, 
Securities Exchange Act Release No. 11482 (June 17, 
1975), 7 SEC Docket 198, 200; L. H. Rothchild & Co., 41 
S.E.C. 729, 731 (1963). 





found his continued presence in the business compatible 
with the public interest. But it does not follow that the fine is 
inappropriate or devoid of genuine remedial effect. 


In assessing sanctions regulators ‘‘must weigh the effect 
of... action or inaction on the welfare of investors as a class 
and on standards of conduct in the securities business 
generally.’ If remedial proceedings such as these are to 
have a truly remedial effect, they must deter not only the 
particular respondent, but also others who may in the future 
succumb to like temptations.® Where, as here, it is not found 
to be necessary in the public interest to completely bar a 
violator from the securities business, even though his 
violations were both serious and profitable, a substantial fine 
serves an important remedial function. We accordingly can- 
not find that the sanction was excessive or oppressive. 


IV. 
Accordingly, we shall dismiss these review proceedings. 
An appropriate order will issue. 


By the Commission (Chairman HILLS and Commissioners 
LOOMIS, EVANS, SOMMER and POLLACK). 


George A. Fitzsimmons 
Secretary 





7 Arthur Lipper Corporation, Securities Exchange Act 
Release No. 11773 (October 24, 1975), 8 SEC Docket 273, 
281. 


8 Ibid. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12223/March 17, 1976 


Administrative Proceeding File No. 3-4973 
In the Matter of 
PAINE, WEBBER, 
INCORPORATED 


140 Broadway 
New York, New York 10005 


JACKSON & CURTIS 


WILLIAM E. McKEON 


ORDER INSTITUTING PROCEEDINGS AND FINDINGS 
AND ORDER IMPOSING REMEDIAL SANCTIONS 


The Commission deems it appropriate that proceedings be 
instituted against Paine, Webber, Jackson & Curtis Incor- 
porated (‘Paine Webber’) and William £&. McKeon 
(“McKeon”) pursuant to Section 15(b)(4) of the Securities 
Exchange Act of 1934. 


Paine Webber and McKeon, simultaneously with the institu- 
tion of these proceedings, have submitted their Offers of 
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Settlement for the purpose of disposing of the issues raised 
in these proceedings. Under the terms of their Offers of 
Settlement, Paine Webber and McKeon waive the institution 
of formal allegations and, solely for the purposes of these 
proceedings, and without admitting or denying the facts or 
findings set forth herein, consent to the issuance of this 
Order. 


The Commission has deemed it appropriate and in the public 
interest to accept the offers of Paine Webber and McKeon 
and, accordingly, is issuing this order. 


| 
FACTS 


Paine Webber is a broker-dealer registered with the Com- 
mission under Section 15(b) of the Exchange Act. McKeon 
is an employee of Paine Webber and was, during the course 
of the events described below, co-branch manager of its 
Lynn, Massachusetts office. 


Giant Stores Corporation (‘Giant’), was a large discount and 
catalog department store chain headquartered near Boston, 
Massachusetts. Its shares, which were first offered to the 
public in 1969, were registered under Section 12 of the Ex- 
change Act in 1970 and listed on the American Stock Ex- 
change in early 1972. 


On August 24, 1972 the Commission declared effective a 
registration statement filed by Giant relating to an offering of 
200,000 shares of Giant's common stock (“the 1972 
Offering”) priced at 15-5/8 per share. Paine Webber served 
aS a CO-managing underwriter in connection with the 1972 
Offering. 


During the nine days prior to the date the 1972 Offering was 
declared effective by the Commission, the Chairman of the 
Board of Giant was in constant contact with McKeon, dis- 
cussing, among other things, the market performance of 
Giant.' During these conversations, the Chairman made 
numerous favorable statements to McKeon concerning 
Giant's future prospects. As a result of these conversations, 
McKeon solicited his customers to purchase 6,500 shares of 
Giant's common stock on August 15 and August 21, 1972.7 
The making of these solicitations while the offering was 
pending constituted violations by McKeon of Section 10(b) 
of the Exchange Act and Rules 10b-5 and 10b-6 thereunder. 


Paine Webber's internal procedures in effect at the time re- 
quired that where Paine Webber was an underwriter in con- 
nection with a company’s public offering, a memorandum 





‘McKeon had been for more than 10 years a stockbroker 
who handled an account maintained by the Chairman. It was 
in part because of their relationship that the Chairman 
enlisted Paine Webber as a co-manager of Giant's public 
offerings. 


?The volume of purchases solicited by McKeon and the total 
volume of purchases effected through the Lynn office was 
significant on these two days. On August 15, McKeon 
solicited purchases of 3,900 shares and the Lynn office 
effected purchases totalling 4,250 shares. On August 21, 
McKeon solicited purchases of 2,600 shares and the Lynn 
office effected purchases totalling 3,800 shares. 
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containing an express prohibition of the solicitation of orders 
in securities of the company be distributed to each branch 
office. In addition, the company’s name was placed on a dai- 
ly list of offerings which was transmitted by wire to all 
branch offices. A weekly list of such companies was also 
transmitted by wire as weil as printed and distributed in that 
form to the branch offices. Each branch manager was 
responsible for a daily and monthly review of transactions 
effected through his office and, if the branch manager also 
handled accounts directly, as was the case with McKeon, 
daily reviews of transactions in such accounts were made by 
senior regional staff personnel under the supervision of the 
regional vice-president, who reviewed such branch 
manager's accounts on a monthly basis. Also, daily trade 
runs were reviewed by Paine Webber personnel in its New 
York office on a daily basis. 


The transactions by McKeon in Giant's common stock dis- 
cussed above appeared on the daily trade runs for the Lynn 
office of Paine Webber. These daily trade runs were reviewed 
by senior regional staff personnel and by the New York 
office of Paine Webber. However, despite the fact that Paine 
Webber's supervisory personnel knew or should have known 
of the number of transactions in Giant’s common stock ex- 
ecuted through the Lynn office and the total volume of these 
transactions, and knew that Paine Webber was a managing 
underwriter in the pending offering of Giant stock, the Giant 
transactions were not questioned.’ 


I 
FINDINGS 


Because of McKeon’s solicitations of his customers to 
purchase Giant common stock during the period that Paine 
Webber was a co-managing underwriter in connection with 
Giant's 1972 Offering, McKeon violated Section 10(b) of the 
Exchange Act, and Rules 10b-5 and 10b-6 promulgated 
thereunder. Paine Webber failed to exercise reasonable 
supervision over McKeon with a view to preventing and 
detecting his aforesaid violations of Section 10(b) of the Ex- 
change Act and Rules 10b-5 and 10b-6 promulgated 
thereunder. 


il 
OFFERS OF SETTLEMENT 


Paine Webber and McKeon have submitted Offers of Settie- 
ment pursuant to which, and without admitting or denying 
the facts or findings set forth herein, they consent to the find- 
ings herein and the issuance of this order. In connection 
with its offer of settlement, Paine Webber has set forth cer- 
tain mitigating factors, including, among others, the addition 
of a new procedure designed to further ensure that transac- 
tions of the nature heru involved will not escape detection. 





3Principals of Giant were, in fact, engaged in manipulating 
the market price of Giant in order to insure that the 1972 
Offering was successful. While there is no evidence that 
McKeon had any knowledge of such manipulation, his 
solicitations had the effect of furthering the manipulative ac- 
tivities. 
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IV 
ORDER 


In view of the foregoing, we deem it appropriate and in the 
public interest to accept the Offers of Settlement of Paine 
Webber and McKeon, and accordingly, IT |S ORDERED that 
such proceedings be, and hereby are, instituted. 


IT IS FURTHER ORDERED that: 


(i) McKeon be, and he hereby is, suspended from being 
associated with any broker or dealer for 60 days beginning 
with the opening of business on March 29, 1976, and from 
being so associated in a supervisory capacity for a period of 
one year thereafter with the proviso that he may apply to 
become so associated in a supervisory capacity at an earlier 
time. 


(ii) Paine Webber be, and it hereby is, censured. 

(iii) Paine Webber comply with its undertaking to institute 
and maintain procedures reasonably to be expected to pre- 
vent and detect, insofar as practicable, the reoccurrence of 
violations such as those described above. 

By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12224/March 17, 1976 


SEE 


SECURITIES ACT OF 1933 
Release No. 5692/March 17, 1976 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12225/March 17, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGES BY 
STOCK CLEARING CORPORATION 
File No. SR-SCC-76-2 


Stock Clearing Corporation (‘SCC’) submitted, on March 5, 
1976, proposed rule changes pursuant to Rule 19b-4 under 
the Securities Exchange Act of 1934 (the “Act’’). The rule 
changes consist of amendments to Sections VI(B) and 
IX(E)(1) of the Procedures of Stock Clearing Corporation. 
The procedures to be amended relate to priority allocations 
of securities in the continuous net settlement (“CNS”) 


system and to the treatment of dividends which may be paid 
in the form of either cash or securities. 


As amended, Section VI(B) would provide for two types of 
priority requests instead of one: a ‘Daily Priority Request” 
and a “Standing Priority Request.’’ Daily Priority Requests 
would apply to long positions in specifically designated 
securities issues, while Standing Priority Requests would 
apply to all long positions. Daily Priority Requests would ex- 
pire after one settlement cycle, while Standing Priority Re- 
quests would remain in effect until they are withdrawn. 


As amended, Section VI(B) would permit either type of 
priority request to be effective for the night settlement cycle 
only; currently, priority requests must be effective at least for 
the full settlement cycle. 


Section IX(E)(1), as amended, would permit securities 
holders who are entitled to dividends payable in the form of 
either cash or securities to choose the form of the dividend. 
Currently, SCC treats all dividends payable in the form of 
either cash or securities as cash dividends. 


Publication of the submission is expected to be made in the 
Federal Register during the week beginning March 22, 
1976. Interested persons are invited to submit written data, 
views and arguments concerning the submission within 
twenty-one days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-SCC-76-2. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission's Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12226/March 17, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
STOCK CLEARING CORPORATION (File No. SR-SCC-76-3) 


Stock Clearing Corporation (“SCC’’) submitted, on March 
10, 1976, a proposed rule change pursuant to Rule 19b-4 
under the Securities Exchange Act of 1934 (the “Act’’). The 
proposed rule change, an addition to the Procedures of 
Stock Clearing Corporation, provides a procedure for the 
conversion of convertible securities by means of which SCC 
will be able to effect settlement of some 250 convertible 
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securities issues through SCC’s continuous net settlement 
(“CNS”) system. Currently, settlement of all convertible 
issues is effected through SCC’s Balance Order System. 


Under the new conversion procedure, SCC clearing 
members who wish to convert securities will submit a CNS 
Conversion Instruction to SCC. SCC will then satisfy the 
conversion instruction from among the accounts of clearing 
members with the oldest short positions in the convertible 
security. If the conversion requires payment by the person 
converting, SCC will debit the account of the converting 
clearing member and credit the account(s) of the clearing 
members whose short positions had been chosen for con- 
version with the appropriate money amounts. 


Publication of the submission is expected to be made in the 
Federal Register during the week beginning March 22, 
1976. Interested persons are invited to submit written data, 
views and arguments concerning the submission within 
twenty-one days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file a six copies thereof with the Secretary of the 
Commission, Securities and Exchange Commission, 500 
North Capitol Street, Washington, D.C. 20549. Reference 
should be made to File No. SR-SCC-76-3. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission, by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12227/March 17, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
BOSTON STOCK EXCHANGE 
File No. SR-BSE-76-7 


The Boston Stock Exchange, Inc. ("BSE") submitted on 
March 17, 1976 a proposed rule change under Rule 19b-4 
to define members, member organization, and associated 
persons pursuant to Section 3(a)(18) of the Securities Ex- 
change Act of 1934 (the “Act’’) and to revise the 
qualifications of membership as required by the 1975 
amendments to the Act. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 22, 1976. In 
order to assist the Commission to determine whether to ap- 
prove the proposed rule change or institute proceedings to 
determine whether the proposed rule change should be dis- 
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approved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 25 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-BSE-76-7. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12228/March 17, 1976 


In the Matter of 


DETROIT STOCK EXCHANGE 
Penobscot Building 
Detroit, Michigan 


(SR-DSE-76-1) 
ORDER APPROVING PROPOSED RULE CHANGE 


On January 23, 1976, the Detroit Stock Exchange filed with 
the Commission, pursuant to Section 19(b) of the Securities 
Exchange Act of 1934 (the “Act’), as amended by the 
Securities Acts Amendments of 1975, and Rule 19b-4 
thereunder, copies of a proposed rule change to allow the 
Governing Committee to fix the number of its members at 
not less than seven nor more than eleven. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Release No. 12074), (February 6, 1976)) and by publication 
in the Federal Register (41 Fed. Reg. 6810, (February 13, 
1976)). 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to registered national 
securities exchanges, and in particular, the requirements of 
Section 6 and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change filed with the Com- 
mission on January 23, 1976, be, and it hereby is, approved. 
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For the Commission by the Division of Market Regulation, 


& pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12229/March 16, 1976 


ACTION DECLARING EFFECTIVE AMENDED SPECIAL 
OFFERING PLANS AND EXCHANGE DISTRIBUTION 
PLANS OF MIDWEST STOCK EXCHANGE AND PACIFIC 
STOCK EXCHANGE UNDER THE SECURITIES EXCHANGE 
ACT OF 1934 


The Securities and Exchange Commission has announced 
that it has declared effective the amended Special Offering 
Plans and Exchange Distribution Plans filed by the Midwest 
Stock Exchange (“MSE”) and the Pacific Stock Exchange 
(“PSE”) pursuant to the provisions of Rule 10b-2(d) (17 CFR 
240.10b-2(d)) under the Securities Exchange Act of 1934. 


The Special Offering Plans of the MSE and PSE provide for 
the sale of a block of a listed security on those exchanges at 
a fixed price under certain conditions when the exchange 
cannot absorb the block within a reasonable time and at a 
reasonable price or prices. The Plans contain certain anti- 
manipulative controls and require members, member firms 
and member corporations to make certain disclosures con- 
cerning the offering to persons whose orders are solicited. 


The Exchange Distribution Plans of the MSE and PSE 
authorize those exchanges to grant approval to members to 
offer a block of securities “at the market” on the exchange 
when the regular market on the exchange cannot otherwise 
absorb the block of securities within a reasonable time and 
at a reasonable price or prices. Those Plans also contain cer- 
tain anti-manipulative controls and require participating 
members to make certain disclosures to persons solicited to 
buy the securities being offered. 


The amendments to these Special Offering and Exchange 
Distribution Plans were proposed to conform them to the 
requirements of Securities Exchange Act Rule 19b-3. Under 
Rule 19b-3, national securities exchanges may not after 
May 1, 1975, adopt or retain any rule that requires, or 
otherwise, directly or indirectly, require, their members, or 
any person associated with their members, to charge any 
person any fixed rate of commission (other than com- 
missions for floor brokerage for members) for transactions 
effected on, or effected by the use of the facilities of, ex- 
changes. 


The text of the Commission's action follows: 


“The Securities and Exchange Commission acting pursuant 
to the Securities Exchange Act of 1934, particularly Sec- 
tions 10(b) and 23(a) thereof and Rule 10b-2(d) (17 CFR 
240.10b-2(d)) thereunder, deeming it necessary for the ex- 
ercise of the functions vested in it, and having due regard for 


the public interest and for the protection of investors, hereby 
declares effective the Special Offering Plan and the Ex- 
change Distribution Plan of the Midwest Stock Exchange as 
amended by amendments filed on September 19, 1975 and 
the Special Offering Plan and Exchange Distribution Plan of 
the Pacific Stock Exchange, as amended by amendments 
filed on January 27, 1976, on the condition that if at any 
time it appears to the Commission to be necessary or ap- 
propriate in the public interest or for the protection of in- 
vestors so to do, the Commission may suspend or terminate 
the effectiveness of any of or all such Special Offering Plans 
or Exchange Distribution Plans by sending at least 10 days 
written notice to the particular exchange or exchanges in- 
volved. The Commission finds that notice and public 
procedure pursuant to Sections 4(b) and 4(c) of the Ad- 
ministrative Procedure Act are unnecessary since the 
amendments will conform those plans to the requirements 
of Securities Exchange Act Rule 19b-3 which was adopted 
by the Commission after notice and public procedure (See 
Securities Exchange Act Release No. 11203 (Jan. 23, 
1975)). The Commission further finds that Rule 10b-2(d) 
(17 CFR 240.10b-2(d)) and the action taken hereunder have 
the effect of relieving restriction and granting exemption and 
that, therefore, this action may be and is hereby declared 
effective pursuant to Section 4(d) of the administrative 
Procedure Act.” 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12230/March 17, 1976 


In the Matter of 


PACIFIC STOCK EXCHANGE, INC. 
Los Angeles Division 

618 South Spring Street 

Los Angeles, California 90014 


(SR-PSE-76-4) 
ORDER APPROVING PROPOSED RULE CHANGES 


On January 27, 1976, the Pacific Stock Exchange filed with 
the Commission, pursuant to Section 19(b) of the Securities 
Exchange Act of 1934 (the ‘Act’’), as amended by the 
Securities Acts Amendments of 1975, and Rule 19b-4 
thereunder, copies of proposed rule changes to amend its 
Constitution and certain of its Rules to conform them to the 
provisions of Rule 19b-3 under the Securities Exchange Act 
of 1934 prohibiting the fixing of commission rates by 
national securities exchanges. 


Notice of the proposed rule changes together with the terms 
of substance of the proposed rule changes was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 12073, (February 6, 1976) and by publica- 
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tion in the Federa/ Register (41 Fed. Reg. 6811, (February 
13, 1976)). 


The Commission finds that the proposed rule changes are 
consistent with the requirements of the Act and the rules 
and regulations thereunder applicable to registered national 
securities exchanges, and in particular, the requirements of 
Rule 19b-3 under the Act. 


IT iS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule changes filed with the 
Commission on January 27, 1976, be, and they hereby are, 
approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12231/March 18, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
AMERICAN STOCK EXCHANGE, INC. File No. SR-Amex- 
76-11 


The American Stock Exchange, Inc. (“Amex”) formally sub- 
mitted, on March 9, 1976, a proposed rule change under 
Rule 19b-4 to permit the trading of put option contracts 
(“puts”) on Amex. According to Amex, the trading of puts 
would be conducted in the same manner as the trading of 
call option contracts (‘calls’) on that exchange, and 
specialists and registered traders would have the same 
reponsibilities and obligations with respect to the put market 
as they presently have with respect to the call market. 
Amex’'s proposal involves the revision of many of Amex’s 
rules, as well as commentaries relating thereto, so as to 
adapt these rules and commentaries to the trading of puts as 
well as calls. 


Amex has stated that the establishment of put trading on 
Amex would improve the efficiency and liquidity of markets 
for buying and writing puts, thereby enabling puts better to 
serve their economic function, and would also permit the 
public to participate in a broader and more versatile range of 
investment stategies. Amex expects that the addition of puts 
to Amex’s listed options market will result in greater liquidity 
for all listed options. 


The Commission has not heretofore approved the trading of 
puts on any exchange on which call options are currently 
traded. 


Publication of the submission is expected to be made in the 
Federal Register during the week of March 22, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 30 days 
from the date of publication in the Federa/ Register. Persons 
desiring to make written submissions should file six copies 


216/SEC DOCKET 


thereof with the Secretary of the Commission, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to File 
No. SR-Amex-76-11. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12232/March 18, 1976 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, 
INCORPORATED 

LaSalle at Jackson 

Chicago, Illinois 60604 


(SR-CBOE-75-4) 
ORDER APPROVING PROPOSED RULE CHANGE 


On October 3, 1975 the Chicago Board Options Exchange, 
Incorporated (“CBOE”) filed with the Commission, pursuant 
to Section 19(b)(1) of the Securities Exchange Act of 1934, 
15 U.S.C. 78(s)(b)(1), as amended by Pub. L. No. 94-29, 
§16 (June 4, 1975) (the ‘’Act’’), and Rule 19b-4 thereunder, 
copies of a proposal (Proposal’’) to expand CBOE’s pilot op- 
tion trading program by listing call options on twenty (20) 
additional underlying stocks. (CBOE is presently authorized 
to list call options on eighty (80) underlying stocks. The new 
authorization will allow it to list call options on one hundred 
(100) underlying stocks.) The Proposal was amended by six 
separate amendments submitted on November 19, 1975, 
December 29, 1975, January 19, 1976, February 6, 1976, 
February 12, 1976 and March 10, 1976, respectively. 


Notice of the Proposal together with the terms of substance 
thereof was given by publication of a Commission Release 
(Securities Exchange Act Release No. 11720, October 9, 
1975) and publication in the Federa/ Register (40 Fed. Reg. 
48737, October 17, 1975). 


The Commission finds that the Proposal is consistent with 
the requirements of the Act and the rules and regulations 
thereunder applicable to national securities exchanges, and 
in particular, the requirements of Section 6 of the Act and 
the rules and regulations thereunder. 
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of the Act, that the expansion of CBOE’s pilot option trading 
program by the addition of twenty (20) option classes, in the 
manner set forth in the Proposal, as amended, be, and it 
hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19426/March 12, 1976 


In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
1001 Broad Street 
Johnstown, Pennsylvania 15907 


(70-5811) 


NOTICE OF PROPOSED ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Pennsylvania Electric Com- 
pany (“Penelec”), an electric utility subsidiary company of 
General Public Utilities Corporation, a registered holding 
company, has filed an application with this Commission pur- 
suant to the Public Utility Holding Company Act of 1935 
("Act"), designating Section 6(b) of the Act and Rule 50 
promulgated thereunder as applicable to the proposed trans- 
action. All interested persons are referred to the applica- 
tion, summarized below, for a complete statement of the 
proposed transaction. 


Penelec proposes to issue and sell, subject to the competi- 
tive bidding requirements of Rule 50, up to $60,000,000 
principal amount of additional First Mortgage Bonds 
(the “Bonds”) which will mature no earlier than April 1, 
1981, and no later than April 1, 2006. Penelec states that it 
will notify prospective bidders of the date of maturity of the 
Bonds not later than 72 hours prior to the bidding. The price 
of the Bonds (which will not be less than 98% nor more than 
101% of the principal amount) and their interest rate (which 
will be a multiple of 1/8 of 1%) will be determined by the 
competitive bidding. Penelec also states that the bidding 
procedure will not establish a minimum or maximum in- 
terest rate within which bids may be submitted. 


The Bonds will be issued under Penelec’s Mortgage and 
Deed of Trust, dated January 1, 1942, to Bankers Trust 
Company, trustee, as heretofore amended and 
supplemented and as to be further amended and 
supplemented by a Supplemental Indenture to be executed 


in connection with the issuance of the Bonds. The terms of 
the Bonds prohibit Penelec from redeeming them prior to 
April 1, 1981, if the funds for such redemption are obtained 
by Penelec at an interest cost lower than that of the Bonds. 
It is stated that $23,500,000 of the principal amount of the 
Bonds will be issued against the retirement at maturity of a 
like principal amount of First Mortgage Bonds, 2 3/4% 
Series, due June 1, 1976 ("1976 Series Bonds’) and that 
the balance of the Bonds will be issued against bondable 
property additions. 


Penelec states that the proceeds realized from the sale of 
the Bonds will be applied to retire at maturity the 1976 
Series Bonds and, from time to time during 1976, to finance 
Penelec’s 1976 construction program. The cost of Penelec’s 
1976 construction program is estimated to be approximate- 
ly $125,000,000 (including allowance for funds used during 
construction). 


It is estimated that the fees and expenses to be incurred by 
Penelec in connection with the proposed transaction will be 
about $165,000, including legal and accounting fees of 
$42,000 and $12,000, respectively. The fees of counsel for 
the successful bidders, which will be paid by the successful 
bidders, will be supplied by amendment. It is stated that the 
Pennsylvania Public Utility Commission has jurisdiction over 
the proposed transaction and that no other state commis- 
sion or federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 6, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons fir such request, and the issues of fact or 
law raised by said application, as amended, which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon the applicant at the above- 
stated address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed with the 
request. At any time after said date, the application, as 
amended or as it may be further amended, may be granted 
as provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem ap- 
propriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19427/March 12, 1976 


In the Matter of 


GENERAL PUBLIC UTILITIES CORPORATION 
80 Pine Street 
New York, New York 10005 


(70-5817) 


NOTICE OF PROPOSED CASH CAPITAL CONTRIBUTIONS 
TO SUBSIDIARY COMPANIES 


NOTICE IS HEREBY GIVEN that General Public Utilities Cor- 
poration (“GPU”), a registered holding company, has filed a 
declaration and an amendment thereto with this Commis- 
sion pursuant to the Public Utility Holding Company Act of 
1935 (“Act’’), designating Section 12(b) of the Act and Rule 
45 promulgated thereunder as applicable to the proposed 
transaction. All interested persons are referred to the 
declaration, as amended, which is summarized below, for a 
complete statement of the proposed transaction. 


GPU proposes to make cash capital contributions, from time 
to time during the period ending December 31, 1976, to 
Jersey Central Power & Light Company (‘Jersey Central’’), 
Pennsylvania Electric Company (‘’Penelec’), and Waterford 
Electric Light Company (“Waterford”), electric utility sub- 
sidiary companies of GPU, of such amounts as, together 
with the aggregate contributions previously made during 
1976 by GPU to such companies pursuant to the Com- 
mission's authorization granted in File No. 70-5464, will not 
exceed $50,000,000; provided, however, that such 
aggregate cash capital contributions to Waterford shall in no 
event exceed $200,000. 


During 1976, Jersey Central, Penelec and Waterford will 
require an aggregate of approximately $170,200,000 for 
their various construction programs, $58,000,000 for the 
repayment of maturing long-term debt, and $5,000,000 for 
sinking fund purposes. 


GPU estimates that the fees and expenses to be incurred in 
connection with the proposed transactions will be ap- 
proximately $5,000. It is stated that no state commission 
and o federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 5, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said declaration which he desires to con- 
trovert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the declarant at the above-stated 
address, and proof of service (by affidavit or, in case of an 
attorney-at-law, by certificate) should be filed with the re- 
quest. At any time after said date, the declaration, as 
amended or as it may be further amended, may be permitted 
to become effective as provided in Rule 23 of the General 
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Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from its rules under the 
Act as provided in Rules 20(a) and 100 thereof or take such 
other action as it may deem appropriate. Persons who re- 
quest a hearing or advice a to whether a hearing is ordered 
will receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19428/March 12, 1976 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


(70-5796) 


ORDER APPROVING ISSUE AND SALE OF COMMON 
STOCK AT COMPETITIVE BIDDING 


The Southern Company (“Southern”), a registered holding 
company has filed an application-declaration and amend- 
ment thereto pursuant to Sections 6 and 7 of the Public 
Utility Holding Company Act of 1935 (‘Act’) and Rule 50 
promulgated thereunder as applicable to the following 
proposed transaction. 


Southern proposes to issue and sell at competitive bidding 
11,000,000 shares of its authorized but unissued common 
stock, par value $5 per share (“common stock’). Southern 
estimates that the sale will result in aggregate cash 
proceeds of $170,000,000. The proceeds from the sale of 
common stock, together with treasury funds and the 
proceeds from the proposed sale of intermediate term notes, 
(HCAR No. 19404), will be used to make capital con- 
tributions to Southern’s subsidiaries of up to approximately 
$224,900,000, to make loans to Southern Services, Inc., of 
approximately $6,000,000 and to repay Southern’s short- 
term debt, which amounted to $59,953,000 at December 
31, 1975. 


The fees and expenses to be incurred in connection with this 
transaction are estimated at $248,000, including legal fees 
of $40,000 and accounting fees of $21,000. The fee of 
counsel for the purchasers of the stock is estimated at 
$26,000 and will be paid by the successful bidders. It is 
Stated that no State or Federal commission, other than this 
Commission, has jurisdiction over the proposed transaction. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19388), and no hearing has been 
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requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, 
as amended, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19429/March 15, 1976 


In the Matter of 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


ALABAMA POWER COMPANY 

ALABAMA PROPERTY COMPANY 

GEORGIA POWER COMPANY 

GULF POWER COMPANY 

MISSISSIPP!| POWER COMPANY 

SOUTHERN ELECTRIC GENERATING COMPANY 
SOUTHERN SERVICES, INC. 


(70-5800) 


ORDER APPROVING PROPOSAL TO ALLOCATE 
CONSOLIDATED FEDERAL INCOME TAX LIABILITY BY 
METHOD OTHER THAN SPECIFIED IN RULE 45(b)(6) 


The Southern Company (‘Southern’), a registered holding 
company, and its subsidiary companies have filed a joint 
declaration, and an amendment thereto, with this Commis- 
sion pursuant to Section 12(b) of the Public Utility Holding 
Company Act of 1935 (‘Act’) and Rule 45 promulgated 
thereunder as applicable to the following proposed transac- 
tion. 


Southern and its subsidiaries, which as a group join in the fil- 
ing of consolidated Federal income tax returns, propose to 
allocate such tax liability for 1975 and all taxable years 
thereafter by a method which varies from the liberal re- 
quirements of Rule 45(b)(6). The proposed method of 
allocating Federal tax liability (before investment credit) will 
thereupon conform with the method approved for the 
Southern system by the Internal Revenue Service for taxable 
year 1957 and each year thereafter with respect to alloca- 


tion of the tax liability on net long-term capital gain and or- 
dinary income. 


In accordance with Rule 45(b)(6), Southern and its sub- 
sidiaries allocate Federal income tax liability among system 
members by the method provided under Section 1552(a)(1) 
of the Internal Revenue Code of 1954 as amended. Under 
Section 1552(a)(1), consolidated income tax liability is 
apportioned among members of the consolidated group in 
accordance with the ratio which that portion of the con- 
solidated taxable income attributable to each member hav- 
ing taxable income bears to the consolidated taxable in- 
come. For this purpose no distinction is made between net 
long-term capital gain income and ordinary income, 
although the latter type of income is taxed at a 48% rate, 
whereas the former is taxed at 30%. 


Southern states that an allocation of tax liability which does 
not distinguish between ordinary income and net long-term 
capital gain can produce inequitable results, inasmuch as 
any member of the group with relatively large net long-term 
capital gain will not benefit in the full tax savings attributable 
to the lower rate of tax per dollar of taxable income which 
results from combining capital gain with ordinary income in 
its total taxable income. In years prior to 1975, except for 
1957, Southern states that this distortion in the allocation of 
consolidated tax liability was not so great as to require a re- 
quest for relief under Rule 45(b)(6), inasmuch as no single 
member of the group had unusually large long-term capital 
gains. However, in 1975, two members of the group, 
Alabama Power Company (“Alabama”) and Georgia Power 
Company (‘Georgia’), disposed of property and realized 
substantial long-term capital gains of approximately $6.- 
700,000 and $36,300,000 respectively. Georgia also plans 
to dispose of additional items of property in 1976, and to a 
lesser extent, Alabama and other system companies will 
continue to make sales of property resulting in net long-term 
capital gain. 


In order to eliminate the inequities which it is claimed will 
result from a strict adherence to the method for allocating 
consolidated tax liability provided under Rule 45(b)(6), 
Southern and its subsidiaries propose to allocate Federal in- 
come tax on net long-term capital gain and on ordinary in- 
come separately. Under the proposed method of allocation, 
(i) the tax (30%) on consolidated net long-term capital gain 
will be apportioned among the group members in accor- 
dance with the ratio which that portion of the consclidated 
net long-term capital gain attributable to each member of 
the group having net long-term capital gain bears to the con- 
solidated net long-term capital gain, and (ii) the tax and sur- 
tax (48%) on ordinary income will be apportioned in accor- 
dance with the ratio which that portion of the consolidated 
ordinary taxable income attributable to each member of the 
group having ordinary taxable income bears to the con- 
solidated ordinary taxable income; provided, however, that 
the aggregate tax liability allocated any member of the 
group will not exceed the amount of tax of such company 
based upon a separate return computed as if such company 
had always filed its tax returns on a separate return basis. 


No State or Federal commission, other than this Commis- 
sion, has jurisdiction over the proposal. 


Due notice of the filing of said joint declaration, as amended, 
has been given in the manner prescribed in Rule 23 
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promulgated under the Act (HCAR No. 19391), and no hear- 
ing has been requested of or ordered by the Commission. 
Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said joint 
declaration, as amended, be permitted to become effective: 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said joint declaration, as 
amended, be, and it hereby is, permitted to become effective 
forthwith, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19430/March 15, 1976 


In the Matter of 


ALABAMA POWER COMPANY 
Birmingham, Alabama 


(70-5807) 


ORDER AUTHORIZING ISSUANCE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING 


Alabama Power Company (‘Alabama’), an electric utility 
subsidiary company of The Southern Company, a registered 
holding company, has filed an application and amendments 
thereto with this Commission pursuant to Section 6(b) of the 
Public Utility Holding Company Act of 1935 (‘‘Act’’) and 
Rule 50 promulgated thereunder regarding the following 
proposed transaction. 


Alabama proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, 
$50,000,000 principal amount of its First Mortgage Bonds, 
—_. % Series due March 1,____, having a term of not less 
than 5 years nor more than 30 years. Alabama will decide 
on the term of the new bonds and notify prospective bidders 
thereof not less than 72 hours prior to the time of the bid- 
ding. The interest rate (which shall be a multiple of 1/8%) 
and the price, exclusive of accrued interest, to be paid to 
Alabama (which shall be not less than 98% nor more than 
102-3/4% of the principal amount thereof) will be deter- 
mined by the competitive bidding. The bonds will be issued 
under an Indenture dated as of January 1, 1942, between 
Alabama and Chemical Bank, as Trustee, as heretofore 
supplemented and as to be further supplemented by a 
Supplemental Indenture to be dated as of March 1, 1976, 
which includes a prohibition until March 1, 1981, against 
refunding the bonds with the proceeds of funds borrowed at 
a lower effective interest cost. 
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Alabama intends to use the proceeds from the sale of the 
new bonds along with other funds, in financing its 1976 
construction program, currently estimated at $491,139,000, 
and in retiring, through sinking fund operations, $10,000 
principal amount of prior lien bonds. 





The Alabama Public Service Commission has authorized the 
issuance and sale of the bonds. No other State commission 

and no Federal commission, other than this Commission, 

has jurisdiction over the proposed transaction. The fees and 
expenses to be incurred in connection with the proposed 
transaction are estimated at $240,000, including legal fees 
of $42,500, accountants’ fee of $6,500, and charges, at 
cost, of the system service company of $7,000. The fee of 
counsel for the underwriters is estimated at $15,000 and is 

to be paid by the underwriters. 


Te 


Due notice of the filing of said application has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19395), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application, as amended, be granted: 


v@ 


IT |S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application, as amended, 
be, and it hereby is, granted, effective forthwith, subject to 
the terms and conditions prescribed in Rules 24 and 50 
promulgated under the Act. 





For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 





Secretary ‘@ 
at 
PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19431/March 15, 1976 | 


In the Matter of 


HAMMERMILL PAPER COMPANY 
1540 East Lake Road - a 
Erie, Pennsylvania 16533 


(31-755) 


NOTICE OF APPLICATION FOR EXEMPTION UNDER 
SECTION 3 


NOTICE IS HEREBY GIVEN that Hammermill Paper Com- 
pany (“Hammermill’), a holding company, has filed an 
application and an amendment thereto with this Commis- 
sion for an exemption for itself and its wholly-owned public 
utility subsidiary, Endbehr Corporation (“Endbehr’’) under 
Section 3(a)(3) of the Public Utility Holding Company Act of 
1935 (Act). All interested persons are referred to the 
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amended application, which is summarized below, for a 
complete statement of the requested exemption. 


Hammermill, a Pennsylvania corporation, and its sub- 
sidiaries manufacture and sell printing, industrial and 
packaging papers, envelopes and other paper products. Its 
manufacturing operations are carried on at sites in several 
different states, including a plant located in Erie, Penn- 
sylvania. Consolidated net sales for the 52 weeks ended 
December 29, 1974, were $607,488,000. 


Hammermill owns steam-turbine generators with a total 
rated capacity of 42,200 kva to supply process steam and to 
partially supply electricity at its Erie plant. In 1975, the total 
energy output of these units was 194.9 million kwh. 
Because the steam required for its processing operations is 
variable seasonally, Hammermill is able to produce electrici- 
ty in excess of its own needs in the winter. 


Endbehr, a Pennsylvania corporation, was organized by 
Hammermill in 1975 to generate, distribute and sell any sur- 
plus electricity from the Erie plant. Its only assets will consist 
of electric generation and distribution facilities under lease 
from Hammermill. Endbehr has not operated to date, but it is 
intended that sales of surplus electricity will commence in 
1976 under a contractual arrangement with Pennsylvania 
Electric Company (“‘Penelec’’), which provides, among other 
things, that Endbehr will deliver such surplus electricity as 
may exist in amounts not less than 500 kwh per hour and 
that Penelec will pay Endbehr’s actual average cost required 
to generate the surplus electric energy as a by-product of 
Hammermill’s process steam requirements. 


Hammermill submits that it is entitled to an exemption for 
itself and Endbehr under Section 3(a)(3) of the Act inasmuch 
as Hammermill is primarily engaged in nonutility businesses 
and will not derive any material part of its income from 
Endbehr’s electric utility operations. In support of its request, 
Hammermill states that, in 1975, of the 194.9 million kwh 
of energy produced at its Erie plant, only an estimated 6 
million kwh could have been sold to Penelec under the terms 
of the power contract, had such contract been in effect. It is 
anticipated that gross sales of surplus electricity in 1976 
shall not exceed $200,000. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 8, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said amended application which he desires to 
controvert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served at the above-stated address), and proof 
of service (by affidavit or, in case of an attorney at law, by 
certificate) should be filed with the request. At any time after 
said date, the application, as amended or as it may be 
further amended, may be granted as provided in Rule 23 of 
the General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules, as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 


matter, including the date of the hearing (if ordered) any 
postponement thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19432/March 17, 1976 


In the Matter of 


APPALACHIAN POWER COMPANY 
40 Franklin Road 
Roanoke, Virginia 24009 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


(70-5823) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING AND 
ISSUANCE AND SALE OF COMMON STOCK BY SUB- 
SIDIARY TO HOLDING COMPANY 


NOTICE IS HEREBY GIVEN that American Electric Power 
Company, Inc. (“AEP”), a registered holding company, and 
Appalachian Power Company (‘Appalachian’), its electric 
utility subsidiary company, have filed an application- 
declaration with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (‘‘Act’’) designating 
Sections 6(b) and 10 of the Act and Rule 50 promulgated 
thereunder as applicable to the proposed transactions. All 
interested persons are referred to the application- 
declaration, which is summarized below, for a complete 
statement of the proposed transaction. 


Appalachian proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, up 
to $60,000,000 principal amount of First Mortgage Bonds, 
to mature in not less than 5 and not more than 30 years. The 
interest rate (which will be expressed in a multiple of 1/8 of 
1%) and the price to be paid to Appalachian for the Bonds 
(which shall not be less than 100% unless Appalachian shall 
authorize a lower percentage not less than 99%, and shall 
not exceed 102.75%) will be determined by competitive bid- 
ding. The terms of the Bonds preclude Appalachian from 
redeeming any such Bonds prior to April 1, 1981, if such 
redemption is for the purpose of refunding such Bonds with 
proceeds of funds borrowed at a lower effective interest 
cost. The Bonds will be issued under and secured by the 
Mortgage and Deed of Trust, dated as of December 1, 1940, 
to Bankers Trust Company and G.E. Maier (‘‘Trustees’’), and 
a new Indenture Supplemental thereto which will be dated 
as of the first day of the month in which the Bonds are to be 
issued. Appalachian will notify prospective bidders, not less 
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than 72 hours prior to the time for receiving bids, of the 
maturity date of the Bonds. 


Appalachian also proposes to issue and sell to AEP, its 
parent, and AEP proposes to purchase from Appalachian, 
750,000 shares of Appalachian common stock, no par 
value, at a price per share of $40, for a total consideration of 
$30,000,000. By previous order of this Commission, dated 
June 30, 1975 (HCAR No. 19067), AEP was authorized to 
purchase from time to time prior to June 30, 1976, a 
total of 1,250,000 shares of common stock of Appalachian 
at a price per share of $40, or a total consideration of 
$50,000,000. Pursuant to that authorization, AEP has 
purchased 625,000 shares for a total consideration of $25,- 
000,000. AEP, therefore, seeks authorization to acquire an 
additional 125,000 shares for a total consideration of $5,- 
000,000. It is proposed that AEP purchase the said 750,- 
000 shares upon the receipt of the required authorization 
and prior to the issuance and delivery of the Bonds. 


The proceeds realized from the sale of the Bonds and com- 
mon stock, except to the extent that proceeds from the sale 
of the Bonds will be required to be deposited with the 
Trustees under Appalachian’s Mortgage and Deed of Trust, 
are to be used to retire unsecured short-term debt of Ap- 
palachian and to help finance its construction program. As of 
February 29, 1976, Appalachian had $2,000,000 principal 
amount of unsecured short-term debt outstanding; and it is 
expected that Appalachian will have short-term debt out- 
standing not to exceed $35,000,000 at the time of the issue 
and sale of the Bonds and common stock. The estimated 
cost of Appalachian’s construction program for 1976 is ap- 
proximately $130,000,000. 


Expenses of Appalachian in connection with the proposed 
transactions will be filed by amendment. It is stated that the 
proposed issuance and sale of the Bonds and common stock 
is subject to the jurisdiction of the State Corporation Com- 
mission of Virginia and the Public Service Commission of 
Tennessee and that the proposed issuance and sale of the 
common stock is also subject to the jurisdiction of the Public 
Service Commission of West Virginia. No other state com- 
mission and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 9, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said application-declaration which he desires 
to controvert, or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon the applicants-declarants at 
the above stated addresses, and proof of service (by affidavit 
or, in case of an attorney at law, by certificate) should be 
filed with the request. At any time after said date, the 
application-declaration, as filed or as it may be amended, 
may be granted and permitted to become effective as 
provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem ap- 
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propriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19433/March 17, 1976 


In the Matter of 


AMERICAN ELECTRIC POWER COMPANY, INC. 
2 Broadway 
New York, New York 10004 


(70-5815) 


NOTICE OF PROPOSED AMENDMENT OF CERTIFICATE 
OF INCORPORATION TO INCREASE AUTHORIZED 
SHARES OF COMMON STOCK AND ORDER AUTHORIZ- 
ING SOLICITATION OF PROXIES IN CONNECTION 
THEREWITH 


NOTICE IS HEREBY GIVEN that American Electric Power 
Company, Inc. (“AEP”), a registered holding company, has 
filed a declaration and amendments thereto with this Com- 
mission pursuant to the Public Utility Holding Company Act 
of 1935 (‘Act’), designating Sections 6(a)(2), 7(e) and 12(e) 
of the Act and Rule 62 promulgated thereunder as 
applicable to the proposed transaction. All interested per- 
sons are referred to the declaration, as amended, which is 
summarized below, for a complete statement of the propos- 
ed transaction. 


AEP proposes to amend its Certificate of Incorporation to in- 
crease the number of shares of its common stock, par value 
$6.50 per share, which AEP is authorized to issue from 
100,000,000 to 125,000,000 shares. At the present time, 
83,000,000 shares are outstanding and after the comple- 
tion of a rights offering, authorized by Commission order 
February 11, 1976 (HCAR No. 19382), there will be 
93,000,000 shares outstanding. 


AEP intends to submit the proposed amendment of its Cer- 


tificate of Incorporation to its shareholders for their con- 
sideration and approval at the annual meeting to be held on 
April 28, 1976. In connection therewith, AEP proposes to 
solicit proxies from the holders of its common stock through 
the use of solicitation material which sets forth the proposal 
in detail. AEP also proposes to solicit proxies for the election 
of directors, for the approval of the selection of auditors, and 
for the approval of an employee stock purchase plan. The 
proposed amendment to the Certificate of Incorporation in- 
creasing the number of authorized shares requires an affir- 
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mative vote of a majority of the shares present or 
represented at the meeting. 


It is stated that the construction expenditures for 1976 of 
AEP’s operating subsidiaries will aggregate about $583.- 
000,000, and, in order to finance such a construction 
program, it may be necessary for AEP to invest up to $100,- 
000,000 in the common equities of its operating sub- 
sidiaries. In connection therewith, it may also be necessary 
for AEP to raise additional monies through the issue and sale 
of shares of its common stock in 1977. 


The fees and expenses to be incurred by AEP in connection 
with the proposed transaction, including legal fees, are es- 
timated not to exceed $133,250. An organization tax 
payable to the State of New York upon filing the increase in 
the number of shares of AEP’s common stock is estimated 
at $81,250. The declaration states that no state commission 
and no federal commission, other than this Commission, has 
jurisdiction over the proposed transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 16, 1976, request in writing that a 
hearing be held with respect to the proposed transaction, 
stating the nature of his interest, the reasons for such re- 
quest, and the issues of fact or law raised by said declara- 
tion, as amended, which he desires to controvert, or he may 
request that he be notified if the Commission should order a 
hearing thereon. Any such request should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request should be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the declarant at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney at law, 
by certificate) should be filed with the request. At any time 
after said date, the declaration, as amended or as it may be 
further amended, may be permitted to become effective as 
provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem ap- 
propriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


It appearing to the Commission that the declaration, as 
amended, insofar as it proposes the solicitation of proxies 
from AEP’s common stockholders, should be permitted to 
become effective forthwith pursuant to Rule 62: 


IT |S ORDERED that the declaration, as amended, regarding 
the proposed solicitation of proxies from AEP’s common 
stockholders be, and it hereby is, permitted to become effec- 
tive forthwith pursuant to Rule 62 and subject to the terms 
and conditions prescribed in Rule 24 under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19434/March 17, 1976 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
SYSTEM FUELS, INC. 

225 Baronne Street 

New Orleans, Louisiana 70112 


ARKANSAS POWER & LIGHT COMPANY 
First National Building 
Little Rock, Arkansas 72203 


LOUISIANA POWER & LIGHT COMPANY 
142 Delaronde Street 
New Orleans, Louisiana 70174 


MISSISSIPPI POWER & LIGHT COMPANY 
P. O. Box 1640 
Jackson, Mississippi 39205 


NEW ORLEANS PUBLIC SERVICE INC. 
P. O. Box 60340 
New Orleans, Louisiana 70160 


(70-5415) 


NOTICE OF POST-EFFECTIVE AMENDMENT REGARDING 
ISSUANCE AND SALE OF NOTES BY FUEL SUPPLY 
SUBSIDIARY TO A BANK 


NOTICE IS HEREBY GIVEN that System Fuels, Inc. (‘SFI’), 
a jointly-owned nonutility, fuel-supply subsidiary company of 
Arkansas Power & Light Company, Louisiana Power & Light 
Company, Mississippi Power & Light Company, and New 
Orleans Public Service Inc. (collectively referred to as 
“Operating Companies”), each an electric utility subsidiary 
company of Middle South Utilities, Inc., a registered holding 
company, and the above-named companies have filed with 
this Commission a_ post-effective amendment to the 
application-declaration in this proceeding pursuant to Sec- 
tions 6(a) and 7 of the Public Utility Holding Company Act of 
1935 ("Act’’) regarding the following proposed transactions. 
All interested persons are referred to the amended 
application-declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


By supplemental order in this proceeding dated April 15, 
1974 (HCAR No. 18378), the Commission authorized SFi to 
issue and sell bank notes up to an aggregate amount of 
$40,000,000 outstanding at anyone time pursuant to a loan 
agreement dated as of April 17, 1974, among SFI, the 
Operating Companies, and First National City Bank (Citibank 
as of March 1, 1976). The loan agreement terminates on 
April 17, 1976. 


SFI now intends to extend the term of the loan agreement 
for one year and proposes to issue and sell its notes to 
Citibank in accordance therewith. All of the other terms and 
conditions of the loan agreement are to remain unchanged. 
The notes will bear interest at a rate per annum equal to one 
hundred fifteen percent (115%) of the base rate charged by 
Citibank on 90-day loans to responsible and substantial 
commercial borrowers. Compensating balances are not re- 
quired. SFI will use the proceeds of the notes for the financ- 
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ing of a significant part of its fuel oil inventory and for other 
expenditures in connection with its fuel supply program for 
the Middle South Utilities System. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 12, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said post-effective amendment to the 
application-declaration which he desires to controvert; or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such request should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should be 
served personally or by mail upon the applicants-declarants 
at the above-stated addresses, and proof of service (by af- 
fidavit or, in case of an attorney at law, by certificate) should 
be filed with the request. At any time after said date, the 
application-declaration, as amended or as it may be further 
amended, may be granted and permitted to become effec- 
tive as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 








TRUST INDENTURE ACT OF 1939 





TRUST INDENTURE ACT OF 1939 
Release No. 430/March 17, 1976 


see 


SECURITIES ACT OF 1933 
Release No. 5691/March 17, 1976 


INVESTMENT COMPANY ACT OF 1940 
Release No. 9201/March 12, 1976 


In the Matter of 
WOOD STRUTHERS & WINTHROP, INC. 


20 Exchange Place 
New York, New York 10005 


(812-3925) 
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NOTICE OF FILING OF APPLICATION PURSUANT: TO 
SECTION 9(c) FOR EXEMPTION FROM SECTION 9(a) OF 
THE INVESTMENT COMPANY ACT OF 1940 AND ORDER 
OF TEMPORARY EXEMPTION PENDING DETER- 
MINATION OF THE APPLICATION 


NOTICE is HEREBY GIVEN that Wood Struthers and 
Winthrop Inc. (“WS&W") and Wood Struthers & Winthrop 
Management Corp. (“Management Corp.”) have filed an 
application pursuant to Section 9(c) of the Investment Com- 
pany Act of 1940 (‘the Act’’) for an order exempting WS&W 
and any company of which it is presently an affiliated person 
from the provisions of Section 9(a) of the Act and, without 
prejudice to the Commission's consideration of such applica- 
tion, for an order of temporary exemption for Management 
Corp. from Section 9(a) pending the Commission's deter- 
mination of the application for permanent exemption. All in- 
terested persons are referred to the application on file with 
the Commission for a statement of the representations made 
therein which are summarized below. 


WS&W states that it is a registered broker-dealer under the 
Securities Exchange Act of 1934 ("Exchange Act’) and is 
registered as an investment advisor under the Investment 
Advisors Act of 1940. WS&W is a member corporation of 
the New York Stock Exchange and certain other national 
securities exchanges. Prior to the formation of Management 
Corp. and during 1974, WS&W served as an investment ad- 
visor to certain open-end investment companies registered 
under the Act. Management Corp. is registered as an invest- 
ment advisor under the Investment Advisors Act of 1940 
and is a wholly-owned subsidiary of WS&W. Management 
Corp. serves as an investment advisor to Neuwirth Fund, 
Inc., de Vegh Mutual Fund, Inc., and Pine Street Fund., Inc. 
(“the Funds”), all of which are open-end investment com- 
panies registered under the Act. 


On September 13, 1973, the Securities and Exchange Com- 
mission commenced an action pursuant to Section 21(e) of 
the Exchange Act against 29 individual and corporate defen- 
dants, including WS&W, to enjoin violations of Section 
10(b) of the Exchange Act and Rule 10b-5 thereunder in 
connection with the purchases of the common stock of Bio- 
Medical Sciences, Inc. On March 12, 1976, a Stipulation of 
Settlement was entered into between the plaintiff, 
Securities and Exchange Commission and WS&W, and 
thereafter a Final Judgment of Permanent Injunction by 
Consent and Order of Disgorgement and Restitution (the 
Judgment”) were entered in the action permanently enjoin- 
ing WS&W from using material non-public corporate infor- 
mation in connection with the purchase or sale of the com- 
mon stock of Bio-Medical Sciences, Inc. in violation of Sec- 
tion 10(b) and Rule 10b-5, ordering the payment of the sum 
of $400 in commissions and/or markups made by WS&W 
as a result of the transactions in the securities of Bio- 
Medical Sciences, Inc., and further ordering that WS&W 
shall implement and supervise its employee’s compliance 
with a written statement of policy with respect to receipt 
and use of material non-public information. WS&W con- 
sented to the injunction without admitting or denying the 
allegations of the Commission's Complaint. 


Section 9(a)(2) of the Act, as here pertinent, makes it unlaw- 
ful for any person who, by reason of any misconduct, or 
decree of any court of competent jurisdiction from engaging 
in or continuing any conduct or practice in connection with 
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the purchase or sale of any security, to serve or act in the 
capacity of employee, officer, director member of advisory 
board, investment adviser or depositor of any registered in- 
vestment company or principal underwriter for any 
registered open-end company, registered unit investment 
trust, or registered face amount certificate company. Section 
9(a)(3) makes it unlawful for a company, any affiliated per- 
son of which is ineligible by reason of Section 9(a)(2), to 
serve or act in the enumerated capacities. 


Section 9(c) provides that upon application the Commission 
by order shall grant an exemption from the provisions of 
Section 9(a) either unconditionally or on an appropriate tem- 
porary or other conditional basis, if it is established that the 
prohibitions of Section 9(a), as applied to WS&W and 
Management Corp., are unduly or disproportionately severe 
or that the conduct of such person has been such as not to 
make it against the public interest or protection of investors 
to grant such application. 


WS&W and Management Corp. submit pursuant to Section 
9(c) that the prohibitions of Section 9(a) of the Act, to the 
extent applicable by virtue of the entry of the Judgment, 
would be unduly and disproportionately severe as applied to 
WS&W and Management Corp. and that the conduct of 
WS&W has been such as not to make it against the public 
interest or the protection of investors for the Commission to 
grant a permanent exemption from the provisions of Section 
9(a) of the Act. In support thereof WS&W and Management 
Corp. state: 


(1) The prohibition of Section 9(a) would deprive 
Neuwirth Fund, Inc., de Vegh Mutual Fund, Inc., and 
Pine Street Fund, Inc., and their approximately 37,000 
shareholders of the services of their respective invest- 
ment advisors. 


(2) The activities of WS&W with regard to the sale of 
Bio-Medical Sciences, Inc. were solely those of a 
broker-dealer, WS&W did not beneficially own any 
securities of Bio-Medical Sciences, Inc. during the 
period in which any of the alleged acts or practices oc- 
curred, and there was no intent to violate the law. 


(3) In compliance with the terms of the Judgment 
entered against WS&W in this action, WS&W has dis- 
tributed to its personnel and the personnel of Manage- 
ment Corp. involved with trading and investment 
recommendations a formal written statement of policy 
with respect to the receipt and use of material non- 
public information and has undertaken to implement 
and supervise its employees’ compliance with this 
policy. 


(4) The employee of WS&W who recommended the 
purchase of the stock of Bio-Medical Sciences, Inc. 
while allegedly in the possession of material non- 
public information is no longer in the employ of 
WS&W. 


(5) On one prior occasion, WS&W applied for, and 
was granted by order of the Commission, a temporary 
and a permanent exemption from Section 9(a) of the 
Act. (see Investment Company ct Release Nos. 7199 
(May 19, 1972) and 7233 (June 19, 1972)). 


The Commission has considered the matter and finds that: 


(1) the prohibitions of Section 9(a) might be unduly or 
disproportionately severe as applied to WS&W and 
Management Corp. in that the conduct of WS&W has 
been such as not to make it against the public interest 
or protection of investors to grant the application for a 
temporary exemption from Section 9(a) pending 
determination of the application, and 


(2) in order to maintain the uninterrupted manage- 
ment of investment companies under the manage- 
ment of Management Corp. it is necessary and ap- 
propriate in the public interest and consistent with the 
protection of investors and the purposes fairly intend- 
ed by the policy and provisions of the Act that the 
temporary order be issued forthwith. 


Accordingly, IT iS ORDERED pursuant to Section 9(c) of the 
Act that Management Corp. be and it is hereby temporarily 
exempted from the provisions of Section 9(a) of the Act, 
operative as a result of the entry of the injunction against 
WS&W in Securities and Exchange Commission vy. F.L. 
Salomon & Co., et al., pending determination by the Com- 
mission of WS&W’'s Application for an order unconditionally 
exempting WS&W and any company of which it is presently 
an affiliated person from the provisions of Section 9(a) 
operative as a result of the entry of such injunction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than April 5, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A Copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon WS&W care of Messrs. Milbank Tweed 
Hadley and McCloy, George J. Forsyth, Esq., One Chase 
Manhattan Plaza, New York, New York 10005. Proof of 
such service (by affidavit or in the case of an attorney-at-law 
by certificate) shall be filed contemporaneously with the re- 
quest. At any time after said date, as provided in Rule 0-5 of 
the Rules and Regulations promulgated under the Act, an 
order disposing of the Application herein may be issued by 
the Commission upon the basis of the information stated in 
said application, unless an order for hearing upon said 
application shall be issued upon request or upon the Com- 
mission's own motion. Persons who request a hearing or ad- 
vice as to whether a hearing is ordered will receive notice of 
further development in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9203/March 15, 1976 


In the Matter of 


ALLIANCE BOND FUND, INC. 
FIDUCIARY GROWTH ASSOCIATES, 
INCORPORATED 

PINESTOCK ASSOCIATES, INC. 
QUASAR ASSOCIATES, INC. 


140 Broadway 
New York, New York 10005 


(812-3920) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR ORDER TEMPORARILY 
EXEMPTING APPLICANTS FROM THE PROVISIONS OF 
SECTION 15(a) OF THE ACT 


NOTICE IS HEREBY GIVEN that Alliance Bond Fund, Inc., 
Fiduciary Growth Associates, Incorporated, Pinestock 
Associates, Inc. and Quasar Associates, Inc. (‘Applicants’), 
open-end investment management companies registered 
under the Investment Company Act of 1940 (the “Act’’), 
filed an application on March 1, 1976, pursuant to Section 
6(c) of the Act for an order granting temporary exemption 
from the provisions of Section 15(a) of the Act. All in- 
terested persons are referred to the application on file with 
the Commission for a statement of the representations con- 
tained therein which are summarized below. 


Alliance Capital Management Corporation (‘Alliance’) is in- 
vestment adviser to Applicants pursuant to investment ad- 
visory agreements presently in effect. Applicants state that 
the need for the application arises because of the proposed 
purchase by Thorndike, Doran, Paine & Lewis, Inc. 
(“TDP&L"), a wholly-owned subsidiary of Wellington 
Management Company (’‘Wellington’’), of substantially all of 
the assets of Alliance. Alliance is a wholly-owned subsidiary 
of Donaldson, Lufkin & Jenrette, Inc. (“DLJ”). Applicants 
state that in connection with the purchase TDP&L will 
change its name to Thorndike, Doran, Paine & 
Lewis/Alliance, Inc. (“TDP&L Alliance’). The application 
requests an order of temporary exemption from the re- 
quirements of Section 15(a) of the Act to permit Applicants, 
after the proposed purchase, to receive investment advise 
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and services from TDP&L Alliance pursuant to proposed 
new investment advisory agreements until such proposed 
new investment advisory agreements can be approved by 
Applicants’ shareholders. Applicants request that if an order 
is issued granting such exemption, such order be made 
effective for a period of ninety days from the date of the 
proposed purchase, which is expected to occur on or about 
March 31, 1976. 


The proposed investment advisory agreements between 
Applicants and TDP&L Alliance are identical to the existing 
investment advisory agreements between the Applicants 
and Alliance except for dates, the substitution of TDP&L 
Alliance for Alliance, and the fact that Wellington will agree 
to provide certain statistical information and advice to 
TDP&L Alliance which will constitute Wellington an adviser 
to Applicants under the Act. 


Applicants state that they have been advised by TDP&L that 
it is willing to serve as investment adviser to the Applicants 
and by Wellington that it is willing to provide certain 
statistical information and advice to TDP&L Alliance in con- 
nection therewith. Applicants state that the Alliance per- 
sonnel who presently perform functions related to the 


-Applicants, such as portfolio management, are expected to 


become employees of TDP&L Alliance and to continue to 
perform such functions for Applicants. 


Applicants state that if the requested temporary exemption 
is granted and the Boards of Directors of Applicants approve 
the proposed investment advisory agreements, Applicants 
will execute and adopt such proposed investment advisory 
agreements with TDP&L Alliance and Wellington subject to 
approval by the stockholders of Applicants of such invest- 
ment advisory agreements. Applicants state that a special 
meeting of the stockholders of each Applicant to be held for 
the purpose of acting on the proposed investment advisory 
agreements is expected to be scheduled for April, 1976, or 
as soon as practicable thereafter. Applicants state that in 
connection with acting on the proposed investment advisory 
agreements, the stockholders will be asked to approve the 
payment of retroactive investment advisory fees to TDP&L 
Alliance for the period during which the requested tem- 
porary exemption is in effect, at the rates provided in the 
proposed investment advisory agreements. 


Applicants state that they believe that the requested tem- 
porary exemption from the provisions of Section 15(a) of the 
Act is appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly intended 
by the policy and provisions of the Act. Applicants state that 
there will be a substantial degree of continuity in the provi- 
sion of services to the Applicants because of the proposed 
employment by TDP&L Alliance of a substantial number of 
the employees of Alliance presently engaged in providing 
services to Applicants and the willingness of TDP&L 
Alliance to enter into investment advisory agreements sub- 
stantially similar to existing agreements between Applicants 
and Alliance. 


Applicants state that maintenance of an investment advisory 
relationship between Applicants and TDP&L Alliance on the 
same basis as the existing relationship between Applicants 
and Alliance for a limited period before stockholder approval 
can be requested and obtained, will eliminate any possibility 
that Applicants would operate for some period of time 
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without an investment adviser. Applicants also state that 
they have been advised by TDP&L, Alliance, Wellington and 
DLJ that there are good business reasons for TDP&L to 
purchase substantially all of the assets of Alliance prior to 
the date that it is now expected that stockholder meetings of 
the Applicants can be held. The application states that in 
connection with the proposed purchase, consents to the 
assignments of the investment advisory contracts between 
Alliance and its clients other than the Applicants are current- 
ly being obtained. 


Section 15(a) of the Act provides, among other things, that 
no person shall serve as an investment adviser to a 
registered investment company except pursuant to a con- 
tract that has been approved by a vote of a majority of the 
outstanding voting securities of the investment company. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or unconditionally 
exempt any person or transaction from any provision of the 
Act or of any rule or regulation thereunder, if and to the ex- 
tent that such exemption is necessary or appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN that any intereted person may, 
not later than April 5, 1976 at 5:30 p.m., submit to the 
Commission in writing a request for a hearing on the matter 
accompanied by a statement as to the nature of his interest, 
the reason for such request, and the issues, if any, of fact or 
law proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing thereon. 
Any such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served personally or 
by mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon Applicants at 
the address stated above. Proof of such service (by affadavit, 
or in case of an attorney-at-law, by certificate) shall be 
filed contemporaneously with the request. As provided by 
Rule 0-5 of the Rules and Regulations promulgated under 
the Act, an order disposing of the application will be issued 
as of course following said date, unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons who request a hearing, or 
advice as to whether a hearing is ordered, will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9204/March 15, 1976 


In the Matter of 


STATE STREET EXCHANGE FUND 
(A Massachusetts Limited Partnership) 
225 Franklin Street 

Boston, Massachusetts 02110 
(812-3899) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR EXEMPTION FROM 
CERTAIN PROVISIONS OF SECTIONS 2(a)(3), 2(a)(19), 
18(f), and 18(g) OF THE ACT 


NOTICE IS HEREBY GIVEN that State Street Exchange 
Fund, a Massachusetts limited partnership (“Applicant’”’ or 
Fund"), has filed an application on January 15, 1976, and 
amendments thereto on March 5, 1976, and March 9, 
1976, for an order of exemption from certain provisions of 
Sections 2(a)(3), 2(a)(19), 18(f), and 18(g) of the Investment 
Company Act of 1940 (“Act”). All interested persons are 
referred to the application on file with the Commission for a 
statement of Applicant's representations, which are sum- 
marized below. 


Applicant states that it was initially organized on December 
18, 1975, and that, pursuant to a restatement of its original 
Certificate and Agreement of Limited Partnership, it has 
been organized as a limited partnership subject to the 
Uniform Limited Partnership Acts of the Commonwealth of 
Massachusetts, Mass. G. L. c.109, and the State of Califor- 
nia, California Corporations Code 8815501 et seq. 
(“Partnership Acts’). It further states that it filed under the 
Act a Notification of Registration on Form N-8A on 
December 19, 1975, and a Registration Statement of 
Management Investment Company on Form N-8B-1 on 
January 7, 1976. Applicant states that it filed under the 
Securities Act of 1933 a Registration Statement on Form 
S-5 on December 19, 1975, with respect to the proposed 
initial public offering of Units of Limited Partnership interest 
(“shares”) of the Fund. 


Applicant states that it was organized with the objective of 
becoming an open-end diversified investment company in 
order to provide investors holding substantial blocks of low 
tax basis securities considered appropriate for the Fund's 
portfolio with a method of diversifying their holdings without 
realizing any gain for federal income tax purposes at the 
time of exchanging such securities for Fund shares. 


Applicant further states that it has applied for a ruling by the 
Internal Revenue Service (“IRS”) that (1) it will be taxed as a 
partnership and not as a corporation, and (2) accordingly, no 
gain will be recognized by any of its limited partners in con- 
nection with the contribution of securities in exchange for its 
shares; but that the issuance of such rulings has been 
suspended due to certain pending legislation, which is 
described below. Applicant represents that the IRS has in- 
dicated nonetheless that it will consider the issuance of a 
ruling as to the first of these issues, /.e., the classification of 
the Fund as a partnership. 


Applicant submits that Section 721 of the internal Revenue 
Code of 1954 (‘Code’) presently provides that no gain or 
loss shall be recognized to a partnership or to any of its 
partners in the case of a contribution of property to the 
partnership in exchange for an interest in the partnership, 
and that under existing law its investors would not recognize 
gain for Federal income tax purposes on the contribution of 
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appreciated securities in exchange for shares of the Fund by 
reason of the non-recognition provisions of Section 721. 
However, Applicant states that on February 17, 1976, 
Representative Uliman introduced H.R. 11920, a bill (‘Bill’) 
referred to the Committee on Ways and Means of the House 
of Representatives (“Committee”) which, if enacted without 
modification, would cause Section 721 of the Code to be in- 
applicable in the case of gain if property is transferred to a 
partnership which would be treated as an investment com- 
pany (within the meaning of Section 351 of the Code) if the 
partnership were incorporated. It further states that the Bill 
provides that the proposed amendment to section 721 
would be applicable to transfers made after February 17, 
1976. Applicant represents that in the event that the Bill 
were enacted in its present form, investors could not con- 
tribute appreciated securities in exchange for its shares 
without recognizing gain for Federal income tax purposes 
and that, in such circumstances, it would not proceed with a 
public offering of its shares. 


Applicant states that the Committee has announced that it 
will conduct a hearing on the Bill on March 29, 1976; that 
Applicant has requested that it be permitted to appear at 
this hearing; and that Applicant believes that other in- 
terested persons have also requested that they be permitted 
to appear at this hearing. Applicant submits that the 
Congress in 1966 enacted somewhat similar legislation that 
amended Section 351 of the Code to make its non- 
recognition provisions inapplicable to the transfer of ap- 
preciated securities to a corporation which is an investment 
company and that included, for the protection of persons 
who had relied on existing provisions of the Code prior to the 
amendment, certain transition rules providing that the pre- 
existing law will apply to such a transfer if, among other 
things, a registration statement was filed with the Commis- 
sion (where such a registration statement was required to be 
filed) before a specified date and the transfer of securities to 
the investment company was made on or before a specified 
date. Applicant submits that it has been advised by counsel 
that it is in a similar position of reliance on existing law and 
that there is, therefore, a substantial possibility that the 
Congress will adopt similar transition rules to the statutory 
amendments embodied in the Bill and that such provisions 
might permit contributions by investors of appreciated 
securities to a partnership in exchange for partnership in- 
terests without the recognition of gain if. among other 
things, a registration statement was filed with the Commis- 
sion before a specified date and the transfer of securities to 
the partnership is made on or before some future date. 
Applicant submits its belief that there is a substantial 
possibility that the Bill will be modified to include some tran- 
sition provisions, and states its intent that, in the event of 
such modification, it will be in a position to sell its shares to 
the public in accordance with its registration statement on 
Form S-5 pursuant to the Securities Act of 1933, if all the 
conditions set forth in such modified Bill for the application 
of existing Section 721 to the transfer of securities in ex- 
change for its shares have been, or will be, met. 


Applicant represents that in view of the pendency of H.R. 
11920, which, in its present form, applies to transfers made 
after February 17, 1976, and in view of the Fund's represen- 
tation that if the Bill were enacted in its present form it 
would not offer its Shares for public sale, the Fund is 
agreeable to the Commission not acting on this Application 
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so long as the Bill remains in its present form. The Fund does 
request, however, that interested persons be notified that, if 
the Bill should be modified so that the proposed amendment 
to Section 721 would not be applicable to transfers by in- 
vestors of appreciated securities in exchange for shares of 
the Fund made on or before some future date (either uncon- 
ditionally or conditionally, if it appears that all such con- 
ditions will be met), the Commission may act on this 
application without further notice. The Fund represents that, 
if H.R. 11920 is not modified as hereinabove described by 
the end of the Second Session of the 94th Congress, the 
Fund will voluntarily withdraw the appiication. For this pur- 
pose, Applicant states that the Bill sha!! be deemed modified 
if the Bill is amended, a new bill is substituted in its place 
either by the sponsors of the Bill or by the Committee, the 
Bill is withdrawn and no new bill is substituted in its place, 
or other action takes place which has the effect of any of the 
above, but the expiration of the current session of the 
Congress without the Bill having been acted upon shall not 
be deemed a modification thereof. Accordingly, the Fund 
urges that interested persons should be notified not to rely 
on the pendency of the proposed legislation but, if they wish 
to be heard on this matter, should follow the procedures set 
forth hereinbelow. 


Applicant further states that as a limited partnership it will 
have two classes of partners, i.e., general partners and 
limited partners (collectively referred to as ‘‘partners’’), and 
that the entire interest of all partners will be divided into 
redeemable shares of partnership interests, all of which will 
have equal participation in the profits and losses of the Fund 
and have one vote per share on all matters to be voted upon 
by partners. 


Applicant represents that it has six general partners, one of 
which is a partnership and five of whom are individuals. The 
non-individual general partner is State Street Research & 
Management Company (‘Adviser’), a partnership which will 
serve as investment adviser to the Fund. Applicant further 
represents that under its Partnership Agreement 
(“Agreement”), the Fund will be managed only by those 
general partners who are natural persons (‘managing 
general partners”), and any general partner not a natural 
person will be a non-managing general partner and therefore 
excluded from the management of the Fund. 


Applicant states that its managing general partners must act 
by majority vote at a meeting or by unanimous written con- 
sent without a meeting, unless the Act otherwise provides; 
that each managing general partner will have one vote: and 
that the managing general partners as a body will perform 
the same function as directors of an incorporated investment 
company registered under the Act. It represents that a 
general partner may retire by giving not less than 180 days’ 
written notice to the other general partners and will be 
removed as a general partner if the partners fail to re-elect 
him at any meeting at which general partners are elected 
and that additional general partners may be admitted by 
vote of the partners. The Fund further represents that in the 
event that the number of managing general partners at any 
time is reduced to less than three, the remaining managing 
general partners will within 120 days call a meeting of the 
partners for the purpose of electing one or more additional 
managing general partners so as to restore the number of 
managing general partners to at least three. 
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Applicant anticipates that IRS will require, as a condition to 
the issuance of any ruling as to the Fund’s status as a 
partnership and the continued effectiveness of such ruling, 
(i) that the general partners as such maintain an aggregate 
interest equal to at least 1% in each material item of Fund 
income, gain, loss, deduction and credit, and (ii) that George 
F. Bennett (‘‘Bennett’’) and Robert A. Lawrence 
(“Lawrence”), the two managing general partners affiliated 
with the Adviser, each initially acquire as such general 
partners an interest in the Fund equal to the minimum in- 
vestment ($25,000) required to its public investors, and not 
withdraw the same in whole or in part so long as they con- 
tinue to be managing general partners of the Fund. 


Applicant submits that the general partners will initially 
meet the first IRS requirement by contributing in the 
aggregate as general partners not less than 1% of the Fund's 
total capital upon completion of the offering described 
herein, most of which contribution will be made by the non- 
managing general partner, and to ensure continued satisfac- 
tion of this requirement, the Adviser will undertake that at all 
times while serving as Applicant’s non-managing general 
partner it will own at least a sufficient amount of the Fund's 
outstanding shares so that the general partners as a group 
shall own at least 1% of such shares. Applicant submits that 
the second IRS requirement will be met by Bennett and 
Lawrence each contributing at least $25,000 to the Fund at 
or prior to the completion of the offering described herein 
and undertaking not to withdraw the contributions so made 
in whole or in part so long as they continue to be Applicant's 
managing general partners. Applicant represents that to en- 
sure that it will have an opportunity to continue to satisfy 
both IRS requirements, the Adviser, Bennett and Lawrence 
will further undertake, unless and until their respective 
successors are chosen, (i) not to withdraw as general 
partners of the Fund except upon two years’ notice, (ii) to 
stand for re-election as general partners so long as 
Applicant's Investment Advisory Contract with Adviser 
remains in effect, and (iii) in the event that Applicant ter- 
minates said Investment Advisory Contract, to remain as 
general partners for one year thereafter. 


In addition, Applicant undertakes that it will carry a $10,- 
000,000 brokers indemnity bond which includes coverage 
for trading losses; and that it will carry a $5,000,000 errors 
and ommissions insurance policy with a $50,000 deductible 
for any one claim. 


Applicant states that it intends to offer and sell its shares to 
prospective investors in exchange for securities. It further 
states that deposits of securities for the purpose of such ex- 
change will be solicited for a period of time, and prospective 
investors who wish to become limited partners will deposit 
their securities with a depository together with appropriate 
instruments of transfer, and a power of attorney which will 
be incorporated into the transmittal letter to be used by the 
depositor in sending his securities to the depositary. Appli- 
cant represents that at the end of the solicitation period each 
depositor will receive a report setting forth the securities 
that have been accepted by the Fund and will have a period 
of time within which to withdraw his deposited securities. It 
states that the deposited securities not withdrawn by 
depositors and not rejected by the Fund will be exchanged 
for shares of the Fund; those depositors whose securities are 
so exchanged will become limited partners in the Fund; and 
thus, as of the date of the exchange, all investors par- 


ticipating in this initial public offering of the Fund will be 
limited partners and will be issued shares of the Fund. 


Applicant represents that the Agreement provides that a 
limited partner can assign the whole or any portion of his in- 
terest in the Fund, provided the assignee agrees to become a 
substituted limited partner, the managing general partners 
consent to such assignment and substitution, and the 
assignee executes the necessary documents to become a 
substituted limited partner. 


Section 6(c) of the Act provides in part that the Commission, 
by order upon application, may conditionally or uncon- 
ditionally exempt any person or transaction from any provi- 
sion or provisions of the Act, if and to the extent that such 
exemption is necessary or appropriate in the public interest 
and consistent with the protection of investors and the pur- 
poses fairly intended by the policy and provisions of the Act. 


Section 2(a)(3) 


Section 2(a)(3) of the Act provides in part that ‘affiliated 
person” of another person means any partner or co-partner 
of such person. Section 2(a)(28) states that “person” means 
a natural person or a company. 


Section 17(a) of the Act provides in part that, except for cer- 
tain transactions herein not applicable, :t is unlawful for any 
affiliated person of an investment company or any affiliate of 
such a person to knowingly purchase from such company 
any security or other property. 


Applicant believes that unless its limited partners are ex- 
empted from the provisions of Section 2(a)(3) of the Act to 
the extent that the Fund’s limited partners would be deemed 
“affiliated persons” of Applicant or its general partners sole- 
ly by reason of being limited partners, the legality of redemp- 
tions in kind by the Fund to its limited partners would be 
doubtful. 


Applicant contends that the limited partners as such are in 
precisely the same position as shareholders of a corporate 
investment company and therefore it is necessary and ap- 
propriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act to exempt limited 
partners from the definition of an ‘affiliated person” in Sec- 
tion 2(a)(3) to the extent that they would be deemed affili- 
ated persons either of the Fund or any of the general 
partners solely by reason of such status. 


Section 2(a}(19) 


Section 10(a) of the Act states that no registered investment 
company shall have a board of directors more than 60 
percentum of the members of which are persons who are in- 
terested persons of such registered company. 


Section 2(a)(19) of the Act provides in part that an 
“interested person” of another person, when used with 
respect to an investment company, means (1) any affiliated 
person of such company and (2) any interested person of 
any investment adivser for such company, which means, in 
part, any affiliated person of such investment adviser. Sec- 
tion 2(a)(3)(D) provides in part that “affiliated person” of 
another person means any partner or copartner of such per- 
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son. Section 2(a)(3)(D) states that “person” means a natural 
person or a company. 


Furthermore, Section 2(a)(12) in part defines ‘director’ to 
include any director of a corporation or any person perform- 
ing similar functions with respect to any organization, 
whether incorporated or unincorporated. 


Applicant suggests that unless it and its general partners are 
exempted from the provisions of Section 2(a)(19) to the ex- 
tent that the Fund’s managing general partners would be 
deemed “interested persons” of the Fund or the Adviser 
solely because they are partners of Applicant, Applicant will 
be unable to comply with the requirements of Section 10(a) 
because all its managing general partners, who perform 
functions similar to those performed by directors of a cor- 
poration, are interested persons of Applicant by reason of 
being (1) partners and thus affiliates of the investment com- 
pany and (2) partners and thus affiliates of the investment 
adviser, which is a non-managing general partner of Appli- 
cant, and therefore interested persons of the investment 
company. 


Applicant asserts that it is necessary and appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act to exempt Applicant and its general 
partners from the provisions of Section 2(a)(19) to the ex- 
tent that the Applicant's general partners would otherwise 
be deemed “interested persons” solely because they are 
“partners” in the investment company partnership. 


Sections 18(f) and 18(g) 


Section 18(f)(1) of the Act provides in part that, except for 
transactions herein not applicable, it is unlawful for any 
open-end investment company to issue any class of senior 
security or to sell any senior security of which it is the issuer. 
Section 18(g) defines “senior security’’ to mean any stock of 
a class having priority over any other class as to distribution 
of assets or payment of dividends. 


Applicant states that, according to the Partnership Acts un- 
der which it is organized, in the event of the fund's dissolu- 
tion, it is required to give certain priority to limited partners 
in the distribution of its assets and that limited partners are 
entitled to receive certain distributions of amounts in respect 
of their share of profits and their contributions before 
general partners receive any distribution. Applicant believes 
that such priority may be deemed to constitute a senior 
security in the limited partnership interests of the Fund. 


Applicant contends that, to the extent that provisions of the 
Partnership Act may be deemed to result in the creation of a 
senior security, it is submitted that the protection provided 
by the Partnership Acts inure to the benefit of the public in- 
vestors in the Fund who will be its limited partners, and that 
the subordinated position of the general partners in the 
event of such a dissolution is not a matter with which the 
policy and purposes of the provisions of Sections 18(f) and 
18(g) are concerned. Applicant therefore asserts that it is 
necessary and appropriate in the public interest and consis- 
tent with the protection of investors and the purposes fairly 
intended by Act to exempt Applicant from the provisions of 
Section 18(f) and 18(g) to the extent that the Partnership 
Acts would require the Fund to give priority to limited 
partners in the distribution of its assets upon dissolution. 
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NOTICE IS FURTHER GIVEN THAT any interested person 
may, not later than April 9, 1976, at 5:30 p.m., submit to 
the Commission in writing, a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit, or in case of an attorney-at-law, 
by certificate) shall be filed contemporaneously with the re- 
quest. As provided by Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application may be issued as of course following said date, 
unless the Commission thereafter orders a hearing upon re- 
quest or upon the Commission’s own motion. Persons who 
request a hearing or advice as to whether a hearing is 
ordered, will receive notice of further developments in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9205/March 17, 1976 


In the Matter of 
THE VANGUARD GROUP, INC. 


WELLINGTON FUND, INC. 

WINDSOR FUND, INC. 

IVEST FUND, INC. 

EXETER FUND, INC. 

GEMINI FUND, INC. 

EXPLORER FUND, INC. 

TRUSTEES’ EQUITY FUND, INC. 
WELLESLEY INCOME FUND, INC. 

W. L. MORGAN GROWTH FUND, INC. 
WESTMINSTER BOND FUND, INC. 
FUND FOR FEDERAL SECURITIES, INC. 
WHITEHALL MONEY MARKET TRUST 
QUALIFIED DIVIDEND PORTFOLIO, INC. 


QUALIFIED DIVIDEND PORTFOLIO II, INC. 
P. O. Box 823 
Valley Forge, Pennsylvania 19482 


(812-3882) 


ORDER PURSUANT TO SECTION 17(b) OF THE ACT AND 
RULE 17d-1 THEREUNDER PERMITTING CERTAIN 
TRANSACTIONS 
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On February 11, 1976, a notice was issued (Investment 
Company Act Release No. 9152) of an application filed on 
December 8, 1975, and an amendment thereto on January 
30, 1976, by the Vanguard Group, Inc. (“Vanguard”), and 
Wellington Fund, Inc., Windsor Fund, Inc., Ilvest, Fund, Inc., 
Exeter Fund, Inc., Explorer Fund, Inc., Trustees’ Equity Fund, 
Inc., Wellesley Income Fund, Inc., W. L. Morgan Growth 
Fund, Inc., Westminster Bond Fund, Inc., Fund for Federal 
Securities, Inc., Whitehall Money Market Trust, and 
Qualified Dividend Portfolio, Inc., open-end diversified 
management investment companies, and Gemini Fund, Inc., 
a closed-end diversified investment company (‘Vanguard 
Funds”), all of which are registered under the Investment 
Company Act of 1940 ("Act’’), and Qualified Dividend Port- 
folio Il, Inc. (“Qualified II"), a newly organized open-end 
diversified management investment company registered un- 
der the Act (all collectively ‘“Applicants”) pursuant to Sec- 
tion 17(b) of the Act and Rule 17d-1 thereunder for an order 
permitting Applicants to engage in certain transactions. The 
notice gave interested persons an opportunity to request a 
hearing and stated that an order disposing of the application 
would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found, on the basis 
of the information stated in the application, that the terms of 
the proposed transactions, including the consideration to be 
paid or received, are reasonable and fair and do not involve 
over-reaching on the part of any person concerned and that 
the proposed transactions are consistent with the policies of 
the Vanguard Funds and Qualified Il and with the general 
purposes of the Act. It is also found that the participation of 
the Vanguard Funds, Qualified || and Vanguard in the 
proposed transactions is consistent with the provisions, 
policies and purposes of the Act and not on a basis different 
from or less advantageous than that of other participants. 
Accordingly, 


IT 1S ORDERED, pursuant to Section 17(b) of the Act, that 
Vanguard may issue and Qualified Il may purchase securities 
of Vanguard, as set forth in the application. 


IT IS FURTHER ORDERED, pursuant to Section 17(b) of the 
Act that Vanguard Funds and Qualified I! periodically may 
sell securities of Vanguard among themselves, as set forth in 
the application. 


IT IS FURTHER ORDERED, pursuant to Rule 17d-1 under 
the Act, that Applicants may enter into and implement their 
proposed joint transactions, as set forth in the application 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9206/March 17, 1976 


In the Matter of 


THOMAS E. CONNETT 
80 Guilford Lane 
Williamsville, New York 14221 


and 


MIDLAND CAPITAL CORPORATION 
110 William Street 
New York, New York 10038 


(812-3659) 


ORDER PURSUANT TO SECTION 17(d) OF THE ACT AND 
RULE 17d-1 THEREUNDER AND ORDER OF EXEMPTION 
PURSUANT TO SECTION 6(c) OF THE ACT FROM 
SECTION 17(a) OF THE ACT. 


Thomas E. Connett (‘‘Connett’), a self-employed manage- 
ment consultant, filed an application on July 2, 1974, and 
Connett and Midland Capital Corporation (“Midland”), a 
New York corporation registered as a closed-end, non- 
diversified management investment company under the 
Investment Company Act of 1940 (the ‘Act’), filed an 
amendment thereto on April 24, 1975, for an order of the 
Commission, pursuant to Section 17(d) of the Act and Rule 
17d-1 thereunder, permitting Connett to receive shares of 
Lemmon Pharmacal Company (“Lemon Co.’’) in connection 
with Midland’s acquisition of shares of that company and, 
pursuant to Section 6(c) of the Act, for an order of the Com- 
mission exempting the receipt of such shares by Connett 
from the provisions of Section 17(e). of the Act. 


On February 19, 1976, a notice (Investment Company Act 
Release No. 9166) was issued of the filing of said applica- 
tion. The notice gave interested persons an opprtunity to 
request a hearing and stated that an order disposing of the 
application might be issued on the basis of the information 
stated therein unless a hearing should be ordered. No re- 
quest for a hearing has been filed and the Commission has 
not ordered a hearing. 


The matter has been considered, including the extent to 
which Midland's participation in the acquisition of shares of 
Lemmon & Co. is on a basis different from or less advan- 
tageous than that of other participants, and it is found that 
Midlands participation in the acquisition of shares of Lem- 
mon Co. is consistent with the provisions, policies, and pur- 
poses of the Act. It is further found that the requested ex- 
emption is appropriate in the public interest and consistent 
with the protection of investors and the provisions, policies 
and purposes of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 17(d) of the Act and 
Rule 17d-1 thereunder, that the application to permit 
Connett to receive shares of Lemmon Co. in connection with 
Midland’s acquisition of shares of that company be, and 
hereby is, granted. 


IT IS FURTHER ORDERED, pursuant to Section 6(c) of the 
Act, that the receipt by Connett of shares of Lemmon Co. in 
connection with Midland’s acquisition of shares of that com- 
pany be, and hereby is, exempted from the provisions of 
Section 17(e) of the Act, effective forthwith. 
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By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9207/March 16, 1976 


In the Matter of 


INTERNATIONAL HOLDINGS CORPORATION 
One State Street 
New York, New York 10004 


(811-798) 


ORDER PURSUANT TO SECTION 8(f) OF THE ACT 
DECLARING THAT COMPANY HAS CEASED TO BE AN 
INVESTMENT COMPANY 


International Holdings Corporation (‘Applicant’), a closed- 
end, diversified, management investment company 
registered under the Investment Company Act of 1940 
(“Act’’), filed an application on January 19, 1976, and an 
amendment thereto on February 9, 1976, for an order of the 
Commission declaring that the Applicant has ceased to be 
an investment company as defined in the Act. 


On February 18, 1976, a Notice (Investment Company Act 
Release No. 9165) was issued of the filing of said applica- 
tion. The Notice gave interested persons an opportunity to 
request a hearing and stated that an order disposing of the 
application would be issued as of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter has been considered, and it is found that Appli- 
cant has ceased to be an investment company. Accordingly, 


IT 1S HEREBY ORDERED, pursuant to Section 8(f) of the 
Act, that the registration of International Holdings Corpora- 
tion shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Manage- 
ment Regulation, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9208/March 18, 1976 


In the Matter of 
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LIONEL D. EDIE READY ASSETS TRUST 
530 Fifth Avenue 

New York, New York 

(812-3768) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
RULE 19b-1 UNDER THE ACT. 


On February 18, 1976, a notice was issued (Investment 
Company Act Release No. 9163) of an application filed on 
February 26, 1975, by Lionel D. Edie Ready Assets Trust 
(“Applicant”), an open-end diversified management com- 
pany registered under the Investment Company Act of 1940 
(“Act’’), for an order pursuant to Section 6(c) of the Act ex- 
empting Applicant from the provisions of Rule 19b-1 under 
the Act. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that the gran- 
ting of the requested exemption is necessary or appropriate 
in the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that the 
daily declaration and monthly distribution of long-term 
capital gains by the Applicant be, and is hereby, exempted 
from the provisions of Rule 19b-1 under the Act, effective 
forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9209/March 18, 1976 


In the Matter of 


FLORIDA LIQUID ASSETS COMPANY 
Global Building 

741 U.S. Highway No. 1 

North Palm Beach, Florida 33408 


(812-3717) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
RULE 19b-1 UNDER THE ACT. 


On February 18, 1975, a notice was issued (Investment 
Company Act Release No. 9163) of an application filed on 
October 31, 1974 by Florida Liquid Assets Company 
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(“Applicant”), an open-end, non-diversified management 
company registered under the Investment Company Act of 
1940 ("Act"), for an order pursuant to Section 6(c) of the 
Act exempting Applicant from the provisions of Rule 19b-1 
under the Act. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that the gran- 
ting of the requested exemption is necessary or appropriate 
in the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c), of the Act, that 
the daily declaration and monthly distribution of long-term 
capital gains by the Applicant be, and is hereby exempted 
from the provisions of Rule 19b-1 under the Act, effective 
forthwith. 


By the Commission. 


George A. Ftizsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9210/March 18, 1976 


In the Matter of 


WHITE WELD MONEY MARKET FUND 
INCORPORATED 

100 Federal Street 

Boston,Massachussetts 02110 


(812-3725) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
RULE 19b-1 UNDER THE ACT. 


On February 18, 1976, a notice was issued (Investment 
Company Act Release No. 9163) that an application had 
been filed on November 18, 1974, and an amendment 
thereto on September 15, 1975, by White Weld Money 
Market Fund Incorporated (‘Applicant’’), an open-end diver- 
sified management company registered under the Invest- 
ment Company Act of 1940 ("‘Act’’), for an order pursuant to 
Section 6(c) of the Act exempting Applicant from the 
provisions of Rule 19b-1 under the Act and for a further 
order pursuant to Section 6(c) of the Act declaring that 
Charles M. Williams (“Williams”), a director of the Applicant, 
shall not, by reason of his status as a director of either The 
Massachusetts Company, Inc. (the ‘Massachusetts Com- 
pany”) or National Life Insurance Company (‘National’), be 
deemed an “interested person” within the meaning of Sec- 


tion 2(a)(19) of the Act, of either the Applicant, First 
National City Bank (‘Citibank’), investment adviser to the 
Applicant, or White Weld & Co. Incorporated (‘White 
Weld”), principal underwriter of the Applicant’s shares. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as a matter of course unless a hearing 
should be ordered. No request for a hearing has been filed 
and the Commission has not ordered a hearing. 


The matter having been considered, it is found that the gran- 
ting of the requested exemptions is necessary or appropriate 
in the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that the 
daily declaration and monthly distribution of long-term 
capital gains by the Applicant be, and is hereby exempted 
from the provisions of Rule 19b-1 under the Act, and 


IT IS FURTHER ORDERED, pursuant to Section 6(c) of the 
Act, that Williams shall not be deemed an “interested per- 
son” of the Applicant, Citibank, or White Weld by reason of 
his status as a director of the Massachusetts Company or 
National, effective forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No 9211/March 18, 1976 


In the Matter of 


J. P. CABOT SHORT-TERM FUND, INC. 
704 South Central Avenue 
Valley Stream, New York 11580 


(812-3678) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
RULE 19b-1 UNDER THE ACT. 


On February 18, 1976, a notice was issued (Investment 
Company Act Release No. 9163) of an application filed on 
August 15, 1974, by J. P. Cabot Short-Term Fund, Inc. 
(“Applicant”), an open-end, non-diversified management 
company registered under the Investment Company Act of 
1940 (‘Act’), for an order pursuant to Section 6(c) of the 
Act exempting Applicant from the provisions of Rule 19b-1 
under the Act. 


The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
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ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter having been considered, it is found that the gran- 
ting of the requested exemption is necessary or appropriate 
in the public interest and consistent with the protection of 
investors and the purposes fairly intended by the policy and 
provisions of the Act. Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that the 
daily declaration and monthly distribution of long-term 
capital gains by the Applicant be, and is hereby exempted 
from the provisions of Rule 19b-1 under the Act, effective 
forthwith. 


By the Commission. 


George A. Fitzsimmons 
Secretary 








INVESTMENT ADVISERS ACT OF 1940 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 503/March 12, 1976 


ADOPTION OF NEW RULE 202-1 UNDER THE 
INVESTMENT ADVISERS ACT OF 1940 WHICH WOULD 
EXCLUDE FROM THE DEFINITION OF “INVESTMENT 
ADVISER” IN SECTION 202(a)(11) PERSONS WHO IN 
THE COURSE OF THEIR REGULAR EMPLOYMENT 
ADVISE THEIR EMPLOYER—SPONSORED EMPLOYEE 
BENEFIT PLANS WITH RESPECT TO INVESTMENTS IN 
SECURITIES 


File No. S7-588 


NOTICE IS HEREBY GIVEN that the Securities and Ex- 
change Commission has adopted, effective May 1, 1976, 
Rule 202-1 under the Investment Advisers Act of 1940 
(“Advisers Act’) which would exclude from the definition of 
investment adviser in Section 202(a)(11) of the Advisers Act 
persons who in the course of their employment advise their 
employer-sponsored employee benefit plans with respect to 
investments in securities. Rule 202-1 is adopted pursuant to 
the authority contained in Section 202(a)(11) and Section 
211(a) of the Advisers Act. 


On September 29, 1975, the Commission published notice 
(Advisers Act Release No. 478) of the proposal to adopt 
Rule 202-1 under the Advisers Act. In proposing the Rule, 
the Commission expressed concern that the provisions of 
the Employee Retirement Income Security Act of 1974 en- 
couraged persons otherwise exempt from registration to 
register under the Advisers Act to insulate trustees from 
liability for a breach of fiduciary duty.’ 


It appears that the apparent primary motive for such 
registrations would be to provide insulation for trustees of 
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employee benefit plans for breaches of fiduciary duty by in- 
house managers. the Commission believes that the Rule 
would not impair investor protection, but would rather serve 
to extend the substantial protections of ERISA to 
beneficiaries of such plans. After consideration, the Commis- 
sion has revised the language of the original proposal to 
provide that the term “investment adviser’ in Section 
202(a)(11) of the Act shall not include a person who offers 
investment advice to an employee benefit plan, as defined in 
the Employee Retirement Income Security Act of 1974, 
sponsored by an employer of such person if such person is 
not engaged in the business of providing investment advice 
or management to others and does not hold himself out 
generally to the public as an investment adviser.’ 


Accordingly, the Commission has determined that the adop- 
tion of the Rule is necessary and appropriate in the public in- 





‘Section 3(38) of ERISA provides: 


The term “investment manager’ means any fiduciary 
(other than a trustee or named fiduciary, as defined in 
section 402(a)(2)) - 


(A) who has the power to manage, acquire, or dispose 
of any asset of a plan; 


(B) who is (i) registered as an investment adviser un- 
der the Investment Advisers Act of 1940; (ii) is a bank, 
as defined in that Act; or (iii) is an insurance company 
qualified to perform services described in sub- 
paragraph (A) under the laws of more than one State; 
and 


(C) has acknowledged in writing that he is a fiduciary 
with respect to the plan. 


Insulation from liability is provided for trustees by Section 
405(d)(1) of ERISA, which states: 


lf an investment manager or managers have been ap- 
pointed under Section 402(c)(3), then, notwithstand- 
ing subsection (a)(2) - and (3) and subsection (b), no 
trustee shall be liable for the acts or omissions of such 
investment manager or managers, or be under an 
obligation to invest or otherwise manage any asset of 
the plan which is subject to the management of such 
investment manager. 


2 The relevant text of the proposed rule was as follows: 


The term “investment adviser”, in Section 202(a)(11) 
of the Act, shall not include any person who offers in- 
vestment advice to an employee benefit plan, as de- 
fined in the Employee Retirement Income Security Act 
of 1974, sponsored by an employer of such person; if 
such person is exempt from registration pursuant to 
Section 203(b)(3) of the Act... 


The revised rule would preserve the present 
applicability of the antifraud provisions of the Advisers 
Act to persons exempt from registration under the Ad- 
visers Act by virtue of Section 203(b)(3). 
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terest and consistent with the protection of investors and 
the purpose intended by the Advisers Act. 


The Commission wishes to state that this position should 
not be viewed as an unfavorable finding with respect to the 
ability of such persons to act as advisers to employee benefit 
plans. The rule would not affect the ability of such persons to 
advise plans in the capacity of trustees or named fiduciaries 
as provided in ERISA. 


Following May 1, 1976 the Commission intends in ap- 
propriate cases to exercise its authority (a) under Section 
203 of the Advisers Act to preclude registration of a person 
excluded from the definition of investment adviser by Rule 
202-1 and (b) under Section 203(h) of the Act to cancel the 
registration of such a person. 


The rule includes natural persons and companies within the 
definition of person, and defines “employer” to include any 
company controlling, controlled by or under common control 
with a person. Thus a wholly-owned, majority-owned or 
other controlled subsidiary created or used by an employer 
to manage assets of the employee benefit plans sponsored 
by the employer would come within the scope of the rule. 


The text of Rule 202-1, which shall be effective May 
1, 1976 is as follows: 


Rule 202-1. Exclusion of Certain Persons who Offer 
Investment Advice to their Employer-Sponsored 
Employee Benefit Plans. 


The term “investment adviser”, in Section 202(a)(11) of the 
Act, shall not include any person who offers investment ad- 
vice to an employee benefit plan, as defined in the Employee 
Retirement Income Security Act of 1974, sponsored by an 
employer of such person, if such person is not engaged in 
the business of providing investment advice or management 
to others and does not hold himself out generally to the 
public as an investment adviser. For purposes of this rule 
“person” shall include a natural person, or a company which 
is controlled by or under common control with the 
“employer,” and “employer” shall include any company con- 
trolling, controlled by or under common control with a per- 
son. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 504/March 15, 1976 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12204/March 15, 1976 
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Litigation Release No. 7311/March 12, 1976 


SEC v. CROWN CORPORATION, LTH, LTD. 
(D. HAWAII, 76-0093) 


Gerald E. Boltz, Administrator of the Los Angeles Regional 
Office of the Securities and Exchange Commission today an- 
nounced that on March 12, 1976, in U.S. District Court in 
Honolulu, Hawaii the Commission filed a complaint against 
Crown Corporation and LTH, Ltd., both of Honolulu, Hawaii. 
Both companies consented to a permanent order enjoining 
further violations of the anti-fraud, reporting and proxy 
provisions of the Securities Exchange Act of 1934 and 
providing for the appointment of Special Counsel and in- 
dependent directors. 


The complaint alleges that false and misleading offering cir- 
culars were used in offering and selling $26,500.00 of LTH, 
Ltd. debentures, $11,500,000 of Crown Corporation deben- 
tures and $1,000,000 of Crown Corporation common stock 
to the public from 1966 through 1975. 


Crown Corporation owns various subsidiary companies 
engaged in the construction products, commercial products 
and real estate fields and own approximately 46 percent of 
LTH, Ltd., which operated as an industrial loan company in 
Hawaii until June 1975. 


The complaint alleges that.Lawrence B. C. Lau, deceased 
former chief executive officer of Crown Corporation, 
dominated LTH, Ltd’s loan committee thereby causing ap- 
proximately $20,000,000 in loans to be made to Crown 
Corporation, to finance its operations, including loans to of- 
ficers and directors and persons related to Crown Corpora- 
tion and LTH, Ltd. A substantial portion of these loans were 
unsecured or inadequately secured and the loan proceeds 
were used for speculative real estate ventures and to finance 
Lau’s speculation in Crown Corp. stock. 


The complaint further alleges that the true financial condi- 
tion of Crown Corporation and LTH, Ltd. was concealed in 
financial statements filed with the Commission and dis- 
seminated to Crown Corporation and LTH, Ltd. security 
holders. Such statements were allegedly false and mis- 
leading in failing to disclose the concentration of 
questionable LTH, Ltd. loans to related persons, in failing to 
report substantial and continuing losses by Crown Corpora- 
tion and LTH, Ltd. and in concealing various other complex 
transactions which resulted in substantial losses to security 
holders of Crown Corporation and LTH, Ltd. or which were 
arranged for the sole purpose of concealing the true financial 
condition of those companies. 


Pursuant to the settlement and Court Order, a Special 
Counsel will be appointed by the Court to conduct a full in- 
vestigation into the matter alleged in the Commission's 
complaint. The Special Counsel will be required to report to 
the Court his findings and recommendations respecting any 
claims that Crown Corporation or LTH, Ltd. may have 
against present or former officers, directors or controlling 
persons. 
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Sufficient independent directors will also be appointed in 
order to constitute a majority of the boards of Crown Cor- 
poration and LTH, Ltd. Litigation and Claims Committees, 
consisting of the independent directors, will be responsible 
for pursuing claims based on the recommendations of the 
Special Counsel. An Executive Committee, consisting of 
three independent Crown Corporation directors plus two 
members of the current board of directors of Crown Cor- 
poration, will be responsible for resolving pending and future 
accounting matters and to submit a plan to the Court for 
reorganization, refinancing or restructuring of Crown Corpo- 
ration. 





Litigation Release No. 7312/March 16, 1976 


SEC v. DAL-TEX PETROLEUM CORPORATION, ET AL 
(N.D. TEX.) 


Richard M. Hewitt, Administrator of the Fort Worth Regional 
Office of the United States Securities and Exchange Com- 
mission, announced today that on Tuesday, March 9, 1976 
Federal District Judge William M. Taylor, Jr. at Dallas, Texas 
entered an order of permanent injunction against Dal-Tex 
Petroleum Corporation, Sam Spector and William Spector, 
all of Dallas. 


The order enjoins Dal-Tex Petroleum Corporation, Sam 
Spector and William Spector from further violations of the 
securities registration and anti-fraud provisions of the 
federal securities laws. The defendants consented to the en- 
try of the order without admitting or denying the allegations 
in the Commission's complaint. 


The Commission's complaint alleged that Dal-Tex Petroleum 
Corporation, Sam Spector and William Spector, violated the 
registration and anti-fraud provisions of the federal 
securities laws in connection with the offer and sale of frac- 
tional undivided working interests in oil and gas leases 
located in Clay and Wichita Counties, Texas offered by Dal- 
Tex Petroleum Corporation. 


For further information see Litigation Release No. 7241. 





Litigation Release No. 7313/March 17, 1976 


United States v. Charles D. Erb and Franklin S. DeBoer 
(74 Cr. 818) (S.D. New York) 


The Securities and Exchange Commission today announced 
that on March 11, 1976, Judge Charles L. Brieant, Jr. 
sentenced Charles D. Erb and Franklin S. DeBoer to 18 
month and 5 month terms of imprisonment respectively. 
DeBoer was also fined $5,000. Subsequent to their terms of 
imprisonment, Erb and DeBoer will be placed on probation 


236/SEC DOCKET 


for 31 months and as a condition of the sentence, they are 
prohibited during the period of the sentence from dealing in 
publicly traded securities. On May 2, 1975, Erb and DeBoer, 
both former managing partners of the defendant firm of 
Baerwald and DeBoer were convicted by a jury of violating 
the federal securities laws in connection with the offer and 
sale of the common stock of Xprint Corporation. The indict- 
ment alleged that these two partners used nominees to con- 
ceal their ownership of Xpring stock at a time when their 
firm was underwriting the offering, and in connection 
therewith, they caused false and misleading documents to 
be filed with the Commission. See also Release No. 6874. 





Litigation Release No. 7314/March 16, 1976 
U.S. v. WREN, ET AL (U.S.D.C. WYOMING CR75-71) 


James P. Castberg, United States Attorney for the District of 
Wyoming and Robert H. Davenport, Administrator of the 
Denver Regional Office of the Securities and Exchange 
Commission, announced that on March 3, 1976, U.S. 
District Judge Ewing T. Kerr sentenced the following per- 
sons as a result of their convictions in a prosecution based 
on fraudulent sales of common stock of Oil Additives, Inc.: 


James Eldon Wren of Dallas, Texas, following a plea of guil- 
ty to one count of securities fraud under the Securities Act 
and one count of mail fraud, was sentenced to two years im- 
prisonment on each count to run concurrently. 


Edward Brooks Pollack of Casper, Wyoming, following a 
plea of guilty to one count of securities fraud and securities 
non-registration under the Securities Act, was sentenced to 
fifteen months imprisonment on each count to run con- 
currently. 


Chester Roy Evans of Casper, Wyoming, following a plea of 
guilty to one count of securities fraud under the Securities 
Exchange Act, was fined $2,000 and placed on probation 
for a period of two years. 


Garvin Taylor of Kaycee, Wyoming, following a plea of guilty 
to one count of securities non-registration under the 
Securities Act, was fined $1,000 and placed on probation 
for a period of two years. 


For further information concerning this Litigation, see Litiga- 
tion Release No. 7029. 





Litigation Release No. 7315/March 16, 1976 


SEC v. ASCOT OILS, INC., ET AL. 
[W. D. La.] 
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Richard M. Hewitt, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission, today 
announced that on March 8, 1976, Federal District Judge 
Tom Stagg entered an Order of Permanent Injunction by 
Consent against John C. King. Shreveport, Louisiana. 


King consented to the Order of Permanent Injunction 
without admitting or denying the allegations in the Com- 
mission’s Complaint. 


The Complaint, filed on February 27, 1976, charged King, 
the former president of Ascot Oils, Inc., and 18 other defen- 
dants, with violations of the registration and antifraud 
provisions of the federal securities laws in connection with 
the offer and sale of fractional undivided working interests in 
oil and gas leases issued by Ascot Oils, Inc. 


For further information, see Litigation Release No. 7302. 





Litigation Release No. 7316/March 18, 1976 
SEC v. Pacific Western Securities, et al. 


William D. Keller, United States District Attorney for the 
Central District of California and Gerald E. Boltz, Regional 
Administrator of the Los Angeles Regional Office of the 
Securities and Exchange Commission, announced that on 
March 12, 1976, an indictment was handed down against 
Mr. Joseph Francis Warwick, the former president and 
owner of Pacific Western Securities, Inc. Pacific Western 
Securities, Inc. was a Los Angeles stock brokerage firm that 
went out of business in May 1973. 


The indictment alleges that Mr. Warwick, as president, sub- 
mitted a false financial statement to the Securities and Ex- 
change Commission which stated that Pacific Western 
Securities, Inc. owned $800,009 worth of bonds; the indict- 
ment goes on to allege that in fact, Pacific Western owns 
none of these bonds. The indictment also alleges that during 
December 1971 through March 1973, Warwick caused 
Pacific Western to maintain various false books and records 
in that, he reflected in the books and records that certain 
customers and Pacific Western, itself, owned various 
amounts of bonds, when, in fact, they did not. 


No date for trial has been set at this time. 





SECURITIES AND EXCHANGE COMMISSION 
Litigation Release No. 7317/March 18, 1976 


The Securities and Exchange Commission and the United 
States Attorney for the District of Columbia announced to- 
day the return of an indictment by a federal grand jury charg- 
ing James E. Corr, Ill and Neica L. Corr of St. Petersburg, 
Florida with criminal contempt of a federal court order. The 


indictment charges the Corrs with the wilful violation of a 
preliminary injunction issued by Judge Aubrey E. Robinson, 
Jr., United States District Court for the District of Columbia, 
on July 31, 1975 in connection with Securities and Ex- 
change Commission v. James E. Corr, Ill, et al. (Civ. 75- 
0386 D.D.C.), a civil injunctive action involving the alleged 
market manipulation of the Common stock of American 
Agronomics Corporation (AA stock). The AA stock is traded 
on the American Stock Exchange. 


According to the indictment, Judge Robinson’s July 31, 
1975 order prohibited the Corrs from, among other things, 
pledging, encumbering, hypothecating, selling or transferring 
any shares of the AA stock without the prior written ap- 
proval of the Securities and Exchange Commission. The in- 
dictment charges that on or about September 15, 1975, the 
Corrs pledged 8,000 shares of AA stock to secure a 
promissory note given in payment for the purchase of the 
stock of a private Florida company. 


The matter was presented to the grand jury by Assistant 
United States Attorney Robert Ogren, Chief of the Fraud 
Division and Richard Routman, Special Assistant United 
States Attorney and a member of the staff of the Securities 
and Exchange Commission. 





Litigation Release No. 7318/March 18, 1976 
March 18, 1976 


SECURITIES AND EXCHANGE COMMISSION v. EASTERN 
FREIGHT WAYS, INC., ASSOCIATED TRANSPORT, INC., 
ET AL. (United States District Court for the District of 
Columbia) C.A. 75-1934 


The Securities and Exchange Commission announced today 
that the Honorable John H. Pratt, United States District 
Judge, District of Columbia entered a Judgment of Perma- 
nent Injunction on Wednesday, March 17, 1976 enjoining the 
following individuals from violations of the Federal securities 
laws: Myron P. Shevell (‘‘Shevell’’), President and Treasurer 
of Eastern Freight Ways Inc. (“Eastern”), Associated 
Transport Inc. (“Associated”) and Chief Executive Officer 
and a Director of Eastern; Henry Epstein (‘Epstein’), Vice 
President of Finance and Secretary of Eastern and 
Associated; Paul W. Levine (‘Levine’) a shareholder of 
Eastern and Associated. 


Shevell was enjoined from violations of the anti-fraud, report- 
ing, beneficial ownership and proxy provisions of the 
Federal securities laws. Epstein was enjoined from the anti- 
fraud and reporting provisions of the Federal securities laws; 
Levine was enjoined from violations of the anti-fraud and 
beneficial ownership provisions of the Federal securities 
laws. Shevell, Epstein and Levine consented to the entry of 
the Court’s judgment and order without admitting or deny- 
ing the allegations of the Commission’s Complaint. 


In addition to the entry of a permanent injunction, as part of 
the ancillary relief obtained by the Commission, the court 
ordered that Shevell and Epstein shall not serve as directors 
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on the Eastern or Associated Bodrd of Directors or as a 
trustee of the respective Employees Pension Plans for a 
period of five (5) years. Upon satisfactory showing to the 
Commission as to why said period should be reduced, the 
Commission and Shevell may make application to the Court 
for approval of such modification. 





Previously, on November 19, 1975 the Commission filed a . 

civil injunctive action against Eastern, Associated and the ” 
above-named individuals, alleging various violations of the 

Federal securities laws including the undisclosed use, by 

Eastern of a nominee to acquire additional shares of ] 
Associated’s stock; the undisclosed use of corporate funds ‘ag 
of Eastern to reimburse said nominee; the unauthorized use 

of $1.3 million belonging to Associated’s pension fund and i 
other unauthorized transactions related to the fund; other ) e ' 
undisclosed loans to officers, as well as other acts of mis- 

management of Eastern and Associated, including the 

falsification of the books and records of the companies, the 

overstatement of accounts receivable by Associated, the 

manipulation of the market in the securities of Eastern, and 

for the filings of false and misleading information with the 

Commission by Eastern and Associated. L® 


Likewise on November 19, Shevell consented to a court 
order undertaking to place all of the securities of Eastern 
owned or controlled by him in an independent voting trust, 
which shall be satisfactory to the Commission and the Court. 


Simultaneously with the filing of the Commission's j 
Complaint the Honorable John H. Pratt, entered a Judgment i 
of Permanent Injunction enjoining Eastern and Associated 

from vioaltions of the anti-fraud, reporting, beneficial 

ownership, and proxy provisions of the Federal securities 3 
laws. In addition to an entry of the permanent injunctions, 

the Court ordered certain ancillary relief, including the ap- 

pointment of additional independent directors to the Board 

of Eastern, the appointment of an additional independent /@ 
director to the Board of Directors of Associated, an ex- 
ecutive committee for the Board of directors of each com- 
pany; the appointment of a special counsel for Eastern and 

Associated; the appointment of new trustees to the pension 

funds of Eastern and Associated, and the appointment of a 

new Chief Executive officer for both companies. It is the 

responsibility of special counsel to conduct a full investiga- L@ 
tion into the allegations set forth in the Commission's 

Complaint and all other matters they deem appropriate in- 

cluding the two company’s pension funds and to file a report 

with the Commission and the Court. For further details see 

litigation release no. 7171. 
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